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Members Vote Down Bylaw Amendment
Leadership Promises to Use 
Findings to Reinforce Profession’s 
Value and Reputation
Members of the AICPA have voted down a 
proposed bylaw change that would have 
enabled the “granting of an interdiscipli­
nary global credential by an affiliated 
entity to qualified persons who seek to 
obtain it,” with 62.7% voting against and 
37.3% voting in favor. Approximately
134,000 or 39% of all members cast bal­
lots. Approval by two-thirds of the mem­
bers voting was necessary for the 
initiative to move from exploration 
to implementation.
“We believe we took the right 
course by putting this decision into 
the hands of the mem bers. The 
members have spoken and we will not 
move forward with this initiative,” said 
Barry M elancon, AICPA CEO and 
President. “Although many CPAs did not 
see this credential as the solution to issues 
they are facing, numerous members and 
state CPA societies were actively involved 
in the debate. We have learned a great deal 
from this dialogue, and we will use this 
knowledge to find new solutions.
“The member, m arket and student 
research that was conducted throughout this 
exploratory process provided valuable data 
that the AICPA can use to sharpen its focus 
and take actions designed to extend and 
reinforce the reputation of the CPA profes­
sion,” continued Melancon. “For example, 
the research into the attitudes of students 
revealed that understanding the CPA Vision 
significantly increases student interest in 
obtaining a CPA, from 4% of all college 
students to 11%. This and other findings 
from the student research gave us a solid 
foundation for the recently launched $25 
million campaign aimed at helping students
 
justin..
better understand the career opportunities 
offered by the CPA profession.”
The intensive discussion about the cre­
dential focused CPAs’ attention on how to 
maintain and extend the profession’s value 
in the business and financial community. 
During the debate, members voiced con­
cerns about the increase of non-CPAs in 
professional services, the gap between pub­
lic perceptions and the day-to-day realities 
of what a CPA does, and the declining 
number of students entering the profession. 
“I for one am proud to be a part of 
a profession so passionately 
engaged in exploring ways to 
maintain its value and to adapt to 
the profound changes that are tak­
ing place in the marketplace,” con­
cluded Melancon.
Both Melancon and AICPA Chair James
G. Castellano stated strongly that the 
AICPA will work to address issues raised 
by members and remain fully committed to 
the core values and services that are the 
hallmarks of the CPA profession. “The 
leadership of the Institute has a rock solid 
commitment to fulfill our mandate to pro­
tect the public interest in the audit and 
financial reporting environment,” said 
Castellano. “At the same time, we fully rec­
ognize how important it is for us to help 
CPAs deliver traditional as well as leading- 
edge services.”
The AICPA was part of an international 
consortium of professional accounting 
organizations studying the development of 
a new global business credential character­
ized by its breadth of knowledge, strategic 
focus and professional rigor. The concept 
for the credential originated two years ago 
with the AICPA’s Strategic Planning 
Committee’s deliberations on how best to 
help the profession realize the full potential 
of the CPA Vision.
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Members Offered Airline, Car 
Rental Discounts
The AICPA has a special agreement with 
Carlson Wagonlit Travel—The Leaders 
Group, to assist you with travel arrange­
ments (call 800/345-5540). If you prefer to 
make your own travel plans, men­
tion the participating airline’s refer­
ence number to take advantage of 
deeply discounted “Zone Fares” that 
do not require a Saturday night stay 
over. These fares are available on all 
flights but are inventory controlled 
and require a one-night minimum stay. 
Some restrictions may apply, including 
which AICPA-sponsored events are eligible 
for discounts. Airline and car rental dis­
counts are available only when you or your 
travel agent book through the 800 number.
We strongly advise you confirm your 
conference registration and hotel reserva­
tion prior to making your travel plans. The 
AICPA is not liable for any penalties 
incurred if you cancel or change your air­
line reservations. Rates are subject to avail­
ability. A transaction fee will apply with 
every Leaders Group reservation.
Airline and Car Rental Information 
American Airlines: 800/433-1790,
Index #9375 
Continental Airlines: 800/468-7022, 
Reference Code #N46PR1 
Delta Airlines: 800/241-6760,
File #182620A 
United Airlines: 800/521-4041,
Meeting ID #500TJ 
Hertz Car Rental: 800/654-2240,
CV#021H0005 (for 
AICPA Member Discounts)
New CPE Standards Focusing 
on Proficiencies, Skills Take 
Effect
A three-year long initiative to transform 
the assessment and measurement of contin­
uing professional education has come to 
fruition with the release the AICPA’s and 
the National Association of State Boards of
A ccountancy’s Jo in t AICPA/NASBA  
Statem ent on Standards fo r  Continuing 
Professional Education Programs. Each 
state board of accountancy must approve 
the rules for them to apply in its state.
To comply with the standards, CPAs 
should: (1) participate in learning activities 
that maintain or improve their pro­
fessional competence; (2) comply 
with all applicable CPE standards, 
rules and regulations of state licens­
ing bodies, other governmental 
entities, membership associations, 
and other professional organiza­
tions or bodies; (3) claim the recom ­
mended CPE credit only for CPE programs 
that comply with the standards; and (4) 
accurately report the appropriate number of 
CPE credits earned, and maintain docu­
mentation of their participation in learning 
activities giving rise to those credits.
The new standards, which took effect 
Jan. 1, 2002, also introduce the concept of 
independent study learning, allowing a CPA 
to engage in a program of learning with a 
qualified sponsor on a one-on-one basis.
A copy of the final statement is avail­
able from www.aicpa.org/cpe/stds/index. 
htm. For more on the new standards, look 
for an article in an upcoming issue of the 
Journal o f Accountancy.
Employers Could Provide 
Employees Investment Advice 
Under House Bill
Employers would be able to offer profes­
sional investment advice (including advice 
on how to invest for retirement) to their 
employees under a bill passed recently by 
the House of Representatives that is sup­
ported by the accounting profession. H.R. 
2269 would repeal the Employment 
Retirement Income Security Act’s ban on 
investment advice paid for by employers, 
with some restrictions, so those employers 
would not be held responsible for profes­
sional financial advice they make available 
to their employees. Under the bill, employ­
ers could provide financial advice to their
employees by contracting with investment 
advisers registered under state or federal 
law, banks, insurance companies and regis­
tered brokers or dealers. The Senate is 
expected to consider this issue this year.
A law passed last year that the AICPA 
pushed for took a first step toward allowing 
employers to provide professional invest­
ment advice. The Economic Growth and 
Tax R elief Act of 2001 amended the 
Internal Revenue Code so that “qualified 
retirement planning services” for employ­
ees and their spouses, when paid for by the 
employer, are considered to be an 
employer de minimus fringe benefit that is 
excludable from gross income and wages 
for employment tax purposes.
CPA Letter Supplements 
Available
To obtain any of the member-segment sup­
plements produced this month with The 
CPA Letter.
Dial 201/938-3787 from a fax 
machine and key in document nos.: 
large firm s, 1550; medium firm s, 1551; 
sm all firm s, 1552; business & industry, 
1553; internal audit, 1554; and govern­
ment, 1555
www.aicpa.org/pubs/cpaltr/index.htm
PUBLIC MEETING NOTICES
For detailed agendas, dial 201/938-3787 
from a fax machine and key in document no. 
1206 two weeks prior to these meetings.
Accounting Standards Executive 
Committee: Jan. 29-30, New York 
Auditing Standards Board: Feb. 5-7, 
New Orleans
Professional Ethics Executive 
Committee: Jan. 28-29, New Orleans 
Tax Executive Committee: Jan. 16-17, 
New Orleans
Other Meetings
Peer Review Board: Jan. 14-15, Indian 
Wells, Calif.
The CPA Letter (ISSN 0094-792x) January 2002, is published monthly, except bimonthly Feb./Mar. and July/Aug. Publication and editorial 
office: 1211 Avenue of the Americas, New York, NY 10036-8775, 212/596-6200. Periodicals postage paid at New York, NY and at additional mail­
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Dept. Harborside Financial Ctr., 201 Plaza Three, Jersey City, NJ 07311-3881. The CM Letter—Online is available at http://www.aicpa.org. 
Geoffrey L  Pickard, Vice President—Communications Ellen J. Goldstein, Editor e-mail: egoldstein@aicpa.org
 news 
b riefs  
J a n u a r y  20 02  • T h e  CPA L e t t e r  3
By James G. Castellano, CPA
I’d like to extend to everyone a Happy 
New Year, and I hope you all enjoyed a 
safe and pleasant holiday. Let’s together 
wish for an improved 2002.
As this newsletter was going to press, 
the results came in on the member referen­
dum to create a global business credential 
(see page 1). While the credential is not to 
be, a lot was learned from the experience. 
The outcome of the vote demonstrates the 
collective will of our members and we must 
all unite behind it and move forward. It is 
important for all to know that the process 
was open and democratic, with all members 
having a chance to speak by casting a vote. 
In the end, the Institute will continue to 
focus on the future of the profession, under­
taking initiatives critical to our growth and 
encouraging members to engage in 
thoughtful discussion about the issues that 
challenge us.
Another topic that has been top of mind 
recently and has commanded headlines the 
last several weeks is the fallout from the 
collapse of the energy-trading company 
Enron. Finger pointing aplenty, I wanted to 
cut through the quagmire of blame and 
fault and tell you about positive initiatives
that your Institute is developing, with SEC 
support, to improve the audit and 
strengthen our self-regulation.
First let me say that protecting the 
public interest is the centerpiece of 
our profession’s reputation, and we 
are as concerned as anyone about 
what is alleged to have transpired 
here and in similar situations. Our 
profession has zero tolerance for 
individuals—be they preparers or audi­
tors—who don’t comply with the rules.
But that’s easier said than done. Lest 
you think we’ve come lately to the table, 
we were tackling the problems already (in 
fact, I spoke about such initiatives at the 
Oct. Council meeting). For example, new 
auditing standards relating to fraud and 
the audit process will be ro lled  out 
shortly; many of the recommendations 
contained in the POB’s Panel on Audit 
Effectiveness report of Aug. 2000 are well 
under way; and several changes have been 
made to our peer review and disciplinary 
processes to make them more effective 
and efficient.
More specifically, in the weeks since 
Enron’s demise, the leadership of the 
Institute and the large firms have had dis­
cussions with representatives of the SEC 
about what the profession can and must do 
to regain investor’s confidence and to 
demonstrate our commitment to protecting 
the public interest. Along with the large 
firms, we asked the SEC to consider rec­
ommendations for improved disclosure 
guidance on related-party transactions, 
special purpose entities and issues related 
to market risks, including those related to 
energy contracts—and urged that these 
disclosures be available to investors in
2001 annual reports. At the same time, we 
are working with the SEC as it begins the 
process of m odernizing our financial 
reporting system so that, among other 
things, financial statement disclosures are
m eaningful and not ju st plentiful. 
Furthermore, we will take the necessary 
steps to ensure our self-regulatory model 
involves increased public participation and 
is transparent, balancing the interests of 
investors, the profession and regulators.
In addition, in time for year-end report­
ing, the AICPA will release an auditor 
“tool kit” for related-party transactions. 
This tool kit will consolidate all existing 
reporting and audit guidance covering 
related-party transactions and make sug­
gestions for auditors to consider during the 
current audit season. We’re also co-pub­
lishing a white paper entitled “The Current 
Economic and Business Environment’s 
Impact on Financial Reporting.” The paper 
offers sound suggestions and advice to 
management, auditors and audit commit­
tees alike, exploring contemporary eco­
nomic drivers; risks to reliable financial 
reporting that these drivers represent; and 
actions that management, auditors and 
audit committees can and should take to 
help ensure high-quality reporting.
I have every confidence we will be suc­
cessful. The U.S. capital markets have 
become the envy of the world because of 
our profession’s ability to rise to chal­
lenges such as these. We have a solid 
record, one we can be proud of. But ongo­
ing self-evaluation and continual improve­
ment are necessary and important. Like 
anything else, there’s always room for 
things to be better.
We believe working collaboratively 
with the SEC and audit firms, the profes­
sion will improve and strengthen the cur­
rent financial reporting model so it better 
responds to the requirements of today’s 
global business arena. Together, we will 
rem ain a relevant, trusted force with 
America’s investing public.
James_Castellano@rbg.com
Student Scholarships to Be Awarded by AICPA, 
Accountemps
The AICPA and Accountemps have announced the 2002-2003 
Aqcountemps/AICPA Student Scholarship. Accountemps is 
awarding two one-year scholarships worth $2,500 each. 
Candidates must be AICPA student affiliate members as well as 
meet additional requirements.
The deadline for receipt of all application materials is Apr. 1, 
2002. The recipients of the scholarships will be announced in 
Sept. 2002. Applications are available from the student section 
of the AICPA Web site (www.aicpa.org) and Accountemps’ Web 
site (w w w .accountem ps.com ), or through Jodi Ryan 
(212/596-6102; jryan@aicpa.org) of the AICPA’s Academic and 
Career Development office.
chair's
corner
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A Tax Refund...But the Client Cried
The short, neatly dressed woman was in this country for only a 
few months. She and several of her children had been granted 
asylum. English was not her native language but she could 
already carry on a conversation.
She was bright and ready to make the most of what our coun­
try has to offer, but eking out a living was difficult at minimum- 
wage jobs. With few marketable skills, the woman had earned 
less than $10,000 during the time she was in the United States.
For tax return preparation, she came to a volunteer program 
headed by CPAs and lawyers. When she learned that she would 
get the maximum earned income credit—almost $4,000—she 
broke into tears.. .tears of happiness since the extra money meant 
a more decent life for her family’s new start.
This story is just one of the thousands handled by 10 similar 
programs across the nation. All are separate, independent groups; 
some are among the 102 Low-Income Taxpayer Clinics (LITCs) 
partially funded by Congress under the Internal Revenue Code.
All the programs need volunteers each year. Even the few 
hours busy CPAs can devote can make a big difference. You 
might have the pleasure of helping a client like the woman 
described above. You could advise a client about using a Roth 
IRA. Little is routine. Much is challenging.
Volunteers never find  the time. They make the time because 
they know the work is rewarding and helps their communities. It 
also is an important aspect of professional responsibility.
Accountants and auditors who do not regularly work with 
taxes are welcome. There are training programs and on-site sup­
port. The ability to speak one or more foreign languages would 
be very helpful.
If you do not live or work in one of the areas covered by any 
of the following groups (listed east to west) you can send an e­
mail to ebbetsl6@yahoo.com saying where you would like to 
volunteer. If there is an LITC in your area, they will let you know 
how to contact it so you can ask if you can help.
Also, the VITA program run by the IRS always can use experi­
enced CPAs; just contact the coordinator at your local IRS office. 
Another way to volunteer, whether for tax season or to offer 
accounting and audit help to non-profits throughout the year, is by 
contacting the Clearinghouse for Volunteer Accounting Services at 
www.cvas-ca.org. The CVAS Web site has national postings, and 
opportunities can be searched in several ways.
Boston: Community Tax Aid of Boston, Inc.; 617/572-7983; cta- 
boston@accountant.com
W. Hartford, Conn.: Community Accounting Aid and Services, 
Inc.; 860/570-9113; caas@sba.uconn.edu; Web: www.ctcaas.org 
New York City: Community Tax Aid, Inc.; 718/445-3271; 
CTAnyc@myrealbox.com; Web: http://com m unities.m sn. 
com/ctanyc
Baltimore: Maryland Volunteer Lawyers Service; 410/539-6800 
x203; mina@mvlslaw.org
Washington, DC: Community Tax Aid, Inc.; 703/318-2122; 
CTAvol@aol.com; Web: www.gwscpa.org/cta 
Detroit: Accounting Aid Society; 313/647-9620; taxassistance@ 
mindspring.com; Web: www.accountingaidsociety.org 
Illinois: Center for Law and Human Services; 312/252-0280; 
volunteer@centerforlaw.org; Web: www.centerforlaw.org 
M innesota: A ccountAbility M innesota; 651/287-0187; 
schwim@mtn.org; Web: www.accountabilitymn.org 
Colorado: Colorado CPA Society; 303/773-2877; gmantz@ 
cocpa.org
San Francisco: Tax-Aid, Inc.; 415/281-8080; tax-aid@ander- 
sen.com
Committee, Task Force, Expert 
Panel Volunteer Application 
Process Begins
A new simplified and informative Web site (http://vol­
unteers.aicpa.org/apply) has been created and is now  
available for the 2002-2003 application process for   
committee, task force and expert panel service. The   
new site replaces the previous site created following  
the committee restructuring effort of 1999.
This new Web site has been developed with two primary goals 
in mind: to dramatically simplify and speed up the application 
process through fewer and better designed Web pages, and to 
provide more information to assist applicants in determining the 
volunteer groups to which they would like to apply.
In a major change to simplify the site, the selection of “skills” 
is no longer a mandatory aspect of the application process.
However, the entry of skills and the inclusion of a resume", if 
available, can be particularly helpful during the appointments 
selection process and will enable the AICPA to proactively con­
tact a member when a new volunteer group is formed that com­
plements that member’s particular experience. Members are 
reminded that volunteer members must have access to the 
Internet and an e-mail account to help facilitate 
communication.
The new application Web site also can be reached 
from the home page of the newly revised 
Committee Handbook located at http://volunteers. 
aicpa.org/handbook. The Committee Handbook 
provides the ability to review each volunteer group roster and 
optionally print out all rosters or any particular combination of 
rosters (e.g., printing only tax-related groups).
Again this year, to help avoid any conflict with tax season, the 
final date to apply to volunteer groups has been extended to May
1. Address any inquiries concerning AICPA volunteer groups to 
committee@aicpa.org or contact David Ray at 212/596-6030.
m e m b e r
news
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FASB Issues Statement 133 Implementation 
Guidance for Employee Benefit Plan Contracts
According to the Financial Accounting Standards Board, ques­
tions have been raised regarding proper accounting for such con­
tracts as insurance contracts, guaranteed investment contracts and 
synthetic GICs since issuance of its Statem ent No. 133 
(Accounting fo r  Derivative Instruments and Hedging Activities). 
Statement 110, Reporting by Defined Benefit Pension Plans o f  
Investment Contracts, amends Statement No. 35, 
A ccounting  and R eporting  by D efined  B enefit  
Pension Plans, to require defined benefit plans to 
report insurance contracts “in the same manner as 
specified in the annual report filed by the plan with 
certain governmental agencies pursuant to ERISA”
(i.e., at either fair value or contract value). AICPA Statement of 
Position 94-4, Reporting o f Investment Contracts Held by Health 
and Welfare Benefit Plans and Defined-Contribution Pension 
Plans, indicates that a fully benefit-responsive investment con­
tract should be reported at contract value and provides an exam­
ple of a fully benefit-responsive synthetic GIC as an investment 
contract that is subject to SOP 94-4.
A potential conflict with Statement 133 arises because for 
some insurance contracts with embedded derivatives, Statement 
133 requires that the insurance contract be bifurcated and the 
embedded derivative be accounted for separately (i.e., at fair 
value). In addition, Statement 133 Implementation Issue No.
A16, “Synthetic Guaranteed Investment Contracts,” which was 
cleared in Mar. 2001, concludes that synthetic GICs meet 
Statement 133’s definition of a derivative instrument from the 
perspective of the issuer. Since Statement 133’s definition applies 
to the terms of the contract, that conclusion also implies that syn­
thetic GICs meet the definition of a derivative from the viewpoint 
of the holder. A potential conflict arises because Statement 133 
does not contain an exception for synthetic GICs held by report­
ing entities subject to SOP 94-4.
To address this issue, the FASB issued Statement 
  133 Implementation Issue No. C 19, “Contracts 
  Subject to Statem ent 35, Statem ent 110, or 
  Statement of Position 94-4,” last Oct. This guidance 
  provides that contracts accounted for under either 
Statement 110 or Statement 35, as amended by 
Statement 110, are not subject to Statement 133. Similarly, a con­
tract that is accounted for under SOP 94-4 is not subject to 
Statement 133. However, this scope exception does not apply to 
the contract’s counterparty that does not account for the contract 
under Statement 35, Statement 110 or SOP 94-4.
This guidance is tentative until it is formally cleared by the 
FASB and incorporated in a FASB staff implementation guide, 
which is contingent upon an amendment of Statement 133 being 
issued. At press time, the board intended to issue in Dec. 2001 an 
exposure draft proposing an amendment of Statement 133. More 
information relating to this issue can be found on FASB’s Web 
site at www.fasb.org/tech/index.html.
accounting 
& auditing
news
IRS Grants AICPA Request for Extension of 
Remedial Amendment Period
In response to an AICPA request for an extension of the remedial 
amendment period for qualified retirement plans, the Internal
Revenue Service has issued Rev. Proc. 2001-55. This ___
revenue procedure grants a general extension of the 
GUST remedial amendment period until Feb. 28,
2002, with limited extensions for directly affected 
taxpayers until June 30, 2002, and a narrower exten­
sion in case of substantial hardship up to Dec. 31,
2002. Under the Internal Revenue Code, plan sponsors have a 
remedial amendment period to adopt plan amendments for GUST. 
GUST refers to the following: The Uruguay Round Agreements 
Act; the Uniformed Services Employment and Reemployment 
Rights Act of 1994; the Small Business Job Protection Act of 1996; 
the Taxpayer Relief Act of 1997; the Internal Revenue Service 
Restructuring and Reform Act of 1998 and the Community 
Renewal Tax Relief Act of 2000.
regulatory 
matters
lwinton@aicpa.org
GAO to Propose Revisions to Government 
Auditing Standards
 At its Nov. 19, 2001, meeting, the General Accounting Office 
Advisory Council on Government Auditing Standards voted to 
issue an exposure draft that would revise Government Auditing 
Standards (also known as the “Yellow Book”). The proposal
(which will exclude provisions relating to independence) will 
suggest revisions to all chapters of the Yellow Book, including 
those relating to both financial and performance audits. Among 
other things, the proposed changes are intended to clarify the 
types of audits and services that are performed under the Yellow 
Book, strengthen and streamline certain provisions 
of it, and improve understandability of the standards. 
  The GAO expects to issue the exposure draft this 
month and respondents will be given at least 90 
days to submit comments. Members with an interest 
in commenting on the proposal should check the 
GAO Web site at the address below for a copy of the exposure 
draft. It will be posted there immediately upon issuance.
Sections of the Yellow Book that cover independence will not 
be included in this exposure draft. Those sections were already 
exposed for comment in a separate document last year (The CPA 
Letter, June and Sept. 2001). At its Nov. meeting, the Council 
discussed the comments received on the previous independence 
proposal. GAO staff currently is working to develop final inde­
pendence rules for concepts agreed to by the Council at that 
meeting. Once approved by the Council, the GAO expects to 
issue final independence rules sometime during the first quarter 
of 2002. At press time, the GAO had not established an effective 
date for the new independence rules. However, the GAO is 
expected to provide ample time for practitioners to become 
familiar with the new rules and to implement them.
www.gao.gov/govaud/ybk0 1.htm
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CPA2Biz Launches Products on Tax, Financial 
Planning and Digital Security
CPA2Biz continues to expand its offerings for AICPA members 
with the latest release of a broad range of products, focusing on 
areas critical to this time of year, including tax, financial plan­
ning and digital security. In addition, CPA2Biz recently launched 
a new Business Valuation Resource Center where users can 
access in one central location all information pertinent to valuing 
their clients’ businesses.
The release last month expands the Tax Resource 
Center to include several new third-party products, 
including Nelco, Tax Analysts and ATX. Nelco, a 
provider of hundreds of such tax-related products as 
forms and personalized portfolios, has partnered 
with CPA2Biz to help CPAs better meet their needs 
during the busy tax season. CPA2Biz also will provide high-qual­
ity tax research software and tools from Tax Analysts and a full 
line of tax preparation software from ATX.
CPAs interested in enhancing their financial planning services 
may benefit from several new products from Morningstar, 
Financial Profiles and several other research and educational- 
related vendors. Through CPA2Biz, CPAs now have access to 
Momingstar’s Mutual Fund Binder, a publication loaded with 
top-notch reports on mutual funds. For those CPAs needing a 
comprehensive financial planning tool to track their clients’ 
assets, CPA2Biz has added software from Financial Profiles.
Finally, through a new strategic relationship with VeriSign 
Corporation, CPA2Biz will soon be providing CPAs, their clients 
and employers a variety of digital security products to help them 
transact their business securely over the Internet. Offering both 
client- and server-based digital certificates, users can sign or 
encrypt messages for safe passage across the Internet as well as
technology
New Editions— AICPA Checklists and Illustrative 
Financial Statements
Banks and Savings Institutions, No. 008779CPA01 
Common In terest R ealty A ssocia tion s, No. 
008766CPA01
Corporations, No. 008781CPA01 
Life Insurance Companies, No. 008783CPA01 
Property and Liability Insurance Companies, No. 008784CPA01 
Price: Dual AICPA/state society member, $30; AICPA mem­
ber, $31.88, state society member, $33.75; non-member, $37.50.
New Editions— AICPA Supplements to the Corporations 
Checklist
Construction Contractors, No. 008780CPA01
Investment Companies, No. 008782CPA01 
Real Estate Venture, No. 008785CPA01 
Price: Dual AICPA/state society member, $15.60; 
AICPA member, $16.58, state society member, 
$17.55; non-member, $19.50.
To order, write: CPA2Biz Customer Service Center, CPA01, 
P.O. Box 2209, Jersey City, NJ 07303-2209; fax, 
800/362-5066; call 888/777-7077 (8:00 a.m. to 8:00 p.m., 
ET); shop online at www.cpa2biz.com; or e-mail 
service@cpa2biz.com. Prices do not include shipping and 
handling. Have membership number ready.
As a resu lt of decisions by 
hearing panels of the Joint 
Trial Board, the follow ing 
members have had their AICPA 
memberships:
—Terminated:
• Randy Kimball of Rancho Cucamonga, 
Calif., effective Sept. 30, 2001.
disciplinary 
actions 
• Richard P. Macchiarulo of 
Astoria, N.Y., effective Nov.
11,  2001.
—Admonished:
• Peter Gimbal of Union City, 
N.J., effective Nov. 11, 2001.
—Suspended for one year:
• Thomas O. Bailey of Dallas, effective
Sept. 13, 2001.
• Robert E. Levine of Brooklyn, N.Y., 
effective Nov. 11, 2001.
Details on these disciplinary actions can 
be accessed through:
www.aicpa.org/pubs/cpaltr/index.htm
nowavailable
conduct secure e-commerce. Through this relationship, CPAs 
will be able to purchase domain names (such as .com and .net), 
secure document certificates, obtain Web site auditing tools and 
access e-mail services as well.
www.cpa2biz.com
Career Center Launched Online
For those looking to hire a qualified accounting or financial pro­
fessional or trying to move ahead in your career, visit CPA2Biz’s 
Career Center (www.cpa2biz.com/career). At the 
Career Center you can quickly and easily post ads, 
search for positions and apply for jobs. Take advan­
tage of special tools, features and resources that ben­
efit both employers and job seekers. Keep checking 
back over the next few weeks as new services and 
products are added.
Microsoft bCentral Services Make Scheduling, 
Collaboration Easier
Appointment Manager is a Web service from M icrosoft’s 
bCentral that enables you to put your appointment book online 
for clients to view your schedule and make their own appoint­
ments—any time, day or night. Encourage clients to visit your 
online appointment book to efficiently schedule appointments. 
For more information, visit www.cpa2biz.com/appointment.
Another Microsoft bCentral Web service, SharePoint Team 
Services, enables team members to work together on the same set 
of documents, manage and share files, and distribute and share 
client data in a secure, controlled environment. For more infor­
mation, visit www.cpa2biz.com/sharepoint.
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Internet Tax Moratorium Extended
President Bush signed a bill Nov. 21, 2001, extending until 
Nov. 1, 2003, the Internet Tax Freedom Act’s moratorium on 
Internet-access taxes and multiple taxes on Internet transac­
tions. The bill restores the moratorium established under Public 
Law 105-277 that expired on Oct. 21, 2001. Extension of 
the moratorium allows further time to study the impact 
of e-commerce on local and state tax receipts, while not 
hampering the growth of the Internet with new or dis­
criminatory taxes, according to U.S. Secretary of the 
Treasury Paul O’Neill.
AICPA Beats Drum of Tax Simplification
The AICPA Tax Division recently sponsored, along with the 
American Bar Association Section of Taxation and the Tax 
Executives Institute, an Invitational Conference on Tax Law 
Simplification. The conference was held in response to the Joint 
Committee on Taxation staff’s recent three-volume tax simplifica­
tion recommendations. During the day-long event on Capitol Hill, 
AICPA, ABA and TEI tax professionals discussed the need for
simplification with their colleagues from academia, the Internal 
Revenue Service, Treasury and congressional staffs.
Panels focused on individual, corporate and international tax 
issues responsible for considerable complexity, including depen­
dent care and child credits, the earned income tax credit, educa­
tion incentives, corporate and individual AMT, and capital­
ization and depreciation issues. Although increasing num­
bers of taxpayers use tax professionals to help them file 
returns, Capitol Hill staff repeatedly pointed out that sena­
tors and representatives were not hearing constituent com­
plaints about tax complexity.
House Ways and Means Committee Chair William M. 
Thomas (R-Calif.) suggested that the assembled professionals 
approach Congress with one simplification issue at a time. 
Thomas estimated the cost of repealing the individual AMT at 
“half a trillion dollars”; thus, his first choice for simplification was 
to eliminate the corporate AMT ($26 billion) as part of the eco­
nomic stimulus compromise.
Copies of the papers presented at the conference will be avail­
able online (www.cpa2biz.com/CS2000/ResourceCenters/Tax/ 
default.htm) later this month, as will a transcript of the proceedings.
Board of Examiners Approves Structure, Length 
of New CPA Examination
The Board of Examiners has approved a recommendation of the 
Content Committee for a revised four-section Uniform CPA 
Examination with a length of 14 hours. The four sections will be 
Auditing & Attestation, Financial Accounting & Reporting, 
Regulation, and Business Environment & Concepts.
The BOE’s decision on the revised structure of the CPA exam 
was derived from a policy decision—based on current practice 
analysis findings—on the number of independent assertions (exam 
sections) considered critical to protect the public’s interest when a 
candidate passes the Uniform CPA Examination. The BOE also 
relied heavily on input received from the CPA, regulatory and psy­
chometric communities. Responses to the exposure draft Proposed 
Structure and Content Specifications fo r  the Uniform CPA 
Examination and Briefing Paper #2 also were considered.
While one, two and three assertion models were considered, a 
four-section structure was chosen because it had the most sup­
port as a model that would assess the necessary breadth of 
knowledge and skills required of entry-level CPAs in order to 
protect the public interest.
Determination of test length could only be addressed after the 
structure had been specified. As with the structure decision, the 
BOE considered responses to the Structure and Content 
Exposure Draft and Briefing Paper #2, as well as information 
regarding validity and reliability factors influencing the psycho­
metric quality and defensibility of the examination for tests of 
different lengths. Although shorter lengths also were discussed,
14 hours was considered optimal to support the independent 
assertions of proficiency represented by the test scores, to enable 
candidates to demonstrate the appropriate depth and breadth of 
knowledge and skills required to protect the public interest, and 
to provide adequate psychometric reliability and validity 
required for such a high-stakes licensing exam.
The BOE will monitor both pre-test and operational results of 
the revised CPA exam on an ongoing basis to ensure it continues 
to meet its required public protection objectives.
Beta Pre-Tests Under Way Will Help Shape 
Process for Large Scale Pre-testing
To establish systems and procedures that can easily be used for 
large-scale pre-testing of new items for the computer-based CPA 
Examination, limited “beta” pre-testing is being conducted. 
“Beta pre-testing” refers to the first stage in the pre-test process. 
In this stage, the scheduling process, draft materials and proce­
dures, and computer programs are tried out to identify and reme­
diate any possible problems. Once the pre-testing process has 
been refined, large scale pre-testing will begin in early 2002. All 
universities and CPA firms with lab facilities and sites capable of 
meeting certain security requirements will be invited to partici­
pate in the pre-testing.
In Nov. 2001, the University of North Carolina/Greensboro 
and the University of Massachusetts/Amherst held on-site beta 
pre-tests. In three-hour testing sessions, participants were pre­
sented with sets of multiple-choice items from new exam sec­
tions in a secure, proctored, standardized computer laboratory 
environment. Both beta tests went extremely well. Additional 
beta pre-tests at the University of Illinois/Urbana-Champaign and 
North Carolina A&T University are planned for this month. In 
addition, two large public accounting firms are being sought for 
participation in the beta pre-testing effort.
A task force of eight accounting professionals representing 
academia, practice and regulation has been created to review 
specific components of the pre-testing effort (e.g., security, par­
ticipation levels, administration) and make assessments as to the 
appropriateness of the manner in which they are carried out. 
Members of the task force and AICPA staff will establish quality 
control procedures and documentation to ensure appropriate and
continued on page 8
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continued from page 7 — Beta Pre-Tests Under Way
secure delivery of items and item data during the pre-testing
process.
Women’s Financial Health Week Proclaimed by 
PFS Committee
On Jan. 14 the AICPA’s Personal Financial Specialist Credential 
and Exam Committee is launching a “Women’s Financial Health 
Week” public education campaign. The week-long initiative is 
designed to provide women with  the knowledge and tools 
needed to improve their financial planning.  
A recent survey on women’s retirement confidence reports 
that 64% of women are not confident about having enough 
money to cover medical expenses and continue to lag behind 
men in some preparations for retirement. Additionally, the report 
reveals that without Social Security, more than half of all elderly 
women would be in poverty.
Several media and Web reference tools have been developed 
for this campaign. Among them are:
• Women’s Financial Health Week Web site. A new site, 
womensfinancialhealthweek.com, will help brand the pro­
gram and offer visitors fresh financial content. Key compo­
nents of the site include daily chats with CPA/PFS profes­
sionals, a personal finance makeover contest to win a free 
session with a CPA/PFS, and a CPA/PFS referral database.
• Money Magazine Teams Up with AICPA. Marion Asnes, 
senior editor, Money magazine, is working with the AICPA to 
promote Women’s Financial Health Week. She will appear 
with Barbara Raasch, CPA/PFS, on national and local inter­
views to promote the program and help women achieve finan­
cial independence. Select tools from Money.com will also be 
included on womensfinancialhealthweek.com.
• Survey of America’s Top Business Women. A nationwide 
survey of the most successful women in business designed 
to understand how they learned to manage their personal 
monetary affairs currently is being conducted. The insights 
and anecdotes gained from this survey will provide a valu­
able “call to action” for consumers to become financially 
aware.
• Media Relations. A media outreach initiative to high profile 
and national and regional outlets will be conducted. 
Ultimately, this program will be a catalyst for women to
become financially aware, secure and independent, and will 
position CPA/PFS credentialled members as an important part of 
this pertinent education process. CPAs who wish to learn more 
about the credential may go to pfs.aicpa.org  or e-mail 
pfs@aicpa.org.
ADDRESS SERVICE REQUESTED
American Institute of Certified Public Accountants, Inc. 
1211 Avenue of the Americas, New York, N.Y. 10036-8775
The CPA Letter
To participate or get more information, e-mail Joanne 
Lindstrom atjlindstrom@aicpa.org.
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Major Auditing Initiatives Coming to Fruition; New 
Risk Model, Standard on Fraud Among Them
This CPA Letter is a 
combined issue for the 
months of Feb, and Mar. 
The newsletter will next 
be published in Apr.
A major effort has been under way to 
enhance and update the fraud standard and 
the framework for the audit process, and 
results of that labor are about to be unveiled. 
The Auditing Standards Board took on the 
challenge to adapt the audit to today’s busi­
ness environment, to improve the audit’s 
effectiveness for investors and other users, 
and to promote greater convergence between 
U.S. and international auditing standards.
More specifically, the ASB’s Risk 
Assessments Task Force, a joint task force 
with the International Auditing Practices 
Committee, set out to review the auditor’s 
consideration of the risk assessment process 
in the auditing standards, including the nec­
essary understanding of a client’s business 
and the relationships among inherent, con­
trol, fraud and other risks. Simultaneously, 
the ASB is reviewing Statement on Auditing 
Standards No. 82, Consideration of Fraud in 
a Financial Statement Audit. Some partici­
pants in the process expect the final standards 
to have an effect on the conduct of audits that 
has not been seen since the “Expectation 
Gap” standards were issued in 1988.
Analyzing Risks in a Financial 
Statement Audit
Based on different research studies, it was 
found that an important trend in the evolution 
of audit methodologies is a more explicit con­
sideration of the various risks that may give 
rise to a material misstatement of the finan­
cial statements. The risk of a material mis­
statement depends upon the nature and cir­
cumstances of the entity, its environment, its 
internal controls as well as other factors that 
the audit is designed to consider. The charac­
teristics of specific risks and how effectively 
management mitigates those risks through 
appropriate responses or controls determines 
the nature, timing and extent of auditing pro­
cedures. This project will provide standards 
and guidance to auditors to help them better 
identify and analyze risks of material mis­
statements, whether caused by error or fraud, 
as well as procedures for obtaining sufficient 
and appropriate audit evidence in light of the
auditor’s risk assessments. The ASB hopes to 
vote out exposure drafts of these new stan­
dards later this summer and fall.
Improved Fraud Guidance
On the fraud front, the ASB sponsored four 
academic research projects to study the 
impact of SAS No. 82 on practice, and to 
determine whether further enhancements 
would be appropriate. Simultaneously, the 
Public Oversight Board’s Panel on Audit 
Effectiveness was conducting its own 
review and evaluation of the way indepen­
dent audits are conducted. In its highly pub­
licized report issued in Aug. 2000, the Panel 
concluded the audit risk model is appropri­
ate but needs enhancing and updating.
The Panel also studied the effectiveness 
of audits in detecting fraud. Consistent with 
the findings of ASB researchers, the Panel 
found, among other things, that the response 
process called for by SAS No. 82 falls short 
in providing guidance on directing the audi­
tor to the types of procedures that respond 
to fraud risk factors.
Thus, the fraud task force has carefully 
considered these recommendations and is 
revising the fraud standard to be responsive 
to the research findings and the Panel’s rec­
ommendations. At its Feb. meeting, the ASB 
is expected to vote out an exposure draft that 
would revise SAS No. 82. The ED will be 
posted to www.aicpa.org upon issuance.
Other ASB Projects
A project dealing with reviews of quarterly 
financial statements is also in process and 
an exposure draft modifying SAS No. 71, 
Interim  Financial Information, will be 
released later this year. Additionally, two 
standards in response to the report of the 
Panel on Audit Effectiveness, SAS No. 95, 
Generally Accepted Auditing Standards, and 
SAS No. 96, Audit Documentation, were 
completed and issued in Dec. 2001 and Jan. 
2002, respectively.
Continue to watch The CPA Letter for 
much more on these important auditing ini­
tiatives in the coming months.
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How to Request Copyright 
Permission from AICPA
Members and others who wish to repro­
duce content from any AICPA publication 
(or Web site) must first obtain copyright 
permission from the Institute. The most 
expeditious way to do so is through our 
Web site (www.aicpa.org). Click on the 
copyright symbol at the bottom of our 
homepage. Next, click on the resulting 
copyright menu link to “Copyright 
Permission Request Form,” fill in 
all relevant sections of the form 
online, and click on the “Submit” 
button at bottom of page. You 
should receive an official AICPA 
permission agreement in the mail 
approximately one week later.
In most cases, a modest fee will be 
charged for requested copying privileges. 
The fee schedule (including fee exceptions) 
is also available on our Web site (go to 
copyright menu link, then click on 
“Copyright Permission Fee Schedule” link). 
ww.aicpa.org; “copyright” symbol at 
bottom
201/938-3245 to check status of 
submitted request
Best-Selling Publications from 
Thomson Corporation Offered
Through CPA2Biz, AICPA members are 
offered top titles from Practitioners 
Publishing Company, a Thomson 
Corporation company. The four-volume 
Guide to Preparing Financial Statements 
(No. TPRFTNSTP0100DCPA02) takes you 
from the trial balance to the financial 
statements with comprehensive and practi­
cal guidance on GAAP and OCBOA mea­
surement and disclosure rules ($190). 
PPC ’s Guide to A udits o f  N onprofit 
Organizations (No.TPUNPORGPOlOODC 
PA02) discusses the AICPA Audit and 
Accounting Guide Not-for-Profit Organi­
zations and provides practical guidance for 
applying recently issued statements on 
auditing standards. ($213).
For more information or to order these 
products, visit www.cpa2biz.com/store or 
call 888/777-7077.
Practice Alert Issued on 
Communications With SEC
Practice Alert 2002-1, Communications 
With the S ecu rities and Exchange 
Commission, has been issued. The alert 
may be used as a reference for registrants 
and their auditors with respect to commu­
nications with the SEC. In addition, 
it provides professionals with refer­
ences to other resources that may 
be useful when working with SEC 
registrants.
A copy of this alert is included in 
copies of this newsletter being 
mailed to members in public accounting. 
Members in other segments may obtain the 
alert by visiting www.aicpa.org/pubs/ 
cpaltr/index.htm or by accessing our 24/7 
Fax Hotline (dial 201/938-3787 from a fax 
machine, document no. 1566).
Starwood Hotels & Resorts 
Becomes Exclusive Hotel 
Partner
AICPA members now have access to dis­
counts on hotel reservations and other 
travel-related benefits thanks to a new part­
nership with Starwood Hotels & Resorts 
Worldwide, Inc. As the exclusive hotel 
partner of the AICPA, members will 
receive hotel discounts and special recog­
nition at Starwood’s more than 750 unique 
hotels in over 80 countries, including 
Westin® Hotels & Resorts, Sheraton® 
Hotels & Resorts, St. Regis®, Four 
Points® by Sheraton, The Luxury 
Collection® and W Hotels®.
Under the program , members will 
receive discounts off corporate rates for 
hotel stays at participating Starwood prop­
erties. In addition, you will receive a com­
plimentary membership in the Corporate 
Preferred tier of the Starwood Preferred 
Guest® program, which offers such bene­
fits as com plim entary upgrades to a 
Preferred Room at check-in when available 
and 4 p.m. late check out, based on avail­
ability. During each stay, members will 
also receive Starpoints® on all eligible 
hotel charges to be used for free hotel 
stays, free flights and more.
Recognized with the Freddie Awards’ 
“Program of the Year” two years running, 
Starwood Preferred Guest opens the door 
to some of the world’s best hotels. Key 
business destinations around the globe are 
covered, and leisure opportunities are end­
less with more than 125 world class resorts 
and over 2,700 holes of golf worldwide. In 
addition, Starwood has the most hotels of 
any company recognized on the recently 
announced Conde Nast Traveler Gold List.
For details, visit www.cpa2biz.com/ 
cs2000/memaffinity.htm. For Starwood 
reservations using your new Corporate 
Preferred status, call your travel profes­
sional and provide your Global Preference 
Account number (69569).
CPA Letter Supplements 
Available
To obtain any of the member-segment sup­
plements produced this month with The 
CPA Letter.
Dial 201/938-3787 from a fax 
  machine and key in document nos.: 
large firms, 1556; medium firms, 1557; 
small firms, 1558; business & industry, 
1559; internal audit, 1560; and govern­
ment, 1561
www.aicpa.org/pubs/cpaltr/index.htm
PUBLIC MEETING NOTICES
For detailed agendas, dial 201/938-3787 
from a fax machine and key in document no. 
1206 two weeks prior to these meetings.
Accounting & Review Services 
Committee: Apr. 29-30, New Orleans 
Accounting Standards Executive 
Committee: Mar. 5-6, New York; Apr. 
30-May 1, New York
The CPA Letter (ISSN 0094-792x) February/March 2002, is published monthly, except bimonthly Feb./Mar. and July/Aug. Publication and editorial 
office: 1211 Avenue of the Americas, New York, NY 10036-8775, 212/596-6200. Periodicals postage paid at New York, NY and at additional mail­
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Dept., Harborside Financial Ctr., 201 Plaza Three, Jersey City, NJ 07311-3881. The CPA Letter-Online is available at http://www.aicpa.org.
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Related-Party "Toolkit” Released 
in Time for Year-End Reporting
Early last month the AICPA published the “Related Party Toolkit, 
A Guide for Auditors and Accountants.” This online document, 
available at www.aicpa.org/news/relptyl.htm, provides auditors 
and accountants with guidance on the timely subject of related 
parties and related-party transactions.
Though it is one of the more difficult aspects of a financial 
statement audit, related-party transactions is one of the more 
important elements because: 1) GAAP requires disclosure of 
material related-party transactions and certain control relation­
ships; 2) in the absence of adequate disclosure, financial state­
ments may be distorted or misleading; and 3) the instances of
fraudulent financial reporting and misappropriation of assets that 
have been facilitated by the use of an undisclosed related party.
“Recent business events reflect the increasing use of complex 
business structures that include off-balance-sheet entities,” said 
Chuck Landes, Director of Audit & Attest Standards. “Because 
some of these entities may be related parties, the proper account­
ing and auditing of such transactions requires sound understand­
ing and extremely careful analysis.”
In addition to a summary of existing accounting and auditing 
literature on the subject, the toolkit contains illustrative checklists 
and other tools that CPAs may find useful in helping to comply 
with related-party auditing and accounting standards.
Kim Gibson, kgibson@aicpa.org
Congress Begins 
Enron Investigation
Committees in the House and Senate held 
the first in a series of hearings in Dec. 
into the collapse of Enron Corporation. 
Two subcom m ittees of the House 
Financial Services Committee and the 
Senate Commerce Committee held initial 
hearings and promised broader investiga­
tions into the circumstances surrounding 
Enron’s collapse and the role played by 
Enron’s top management team—includ­
ing its board of directors and audit com­
mittee, its external auditors, the regulators, 
and outside securities analysts. Witnesses 
at the hearings included the chief accoun­
tant for the Securities and Exchange 
Commission and the chief executive offi­
cer of Andersen, as well as several securi­
ties analysts, investors and rank and file
Enron employees. Enron’s president and 
CEO, who declined invitations to testify 
at the Dec. hearings, is scheduled to tes­
tify at a second Senate Commerce 
Committee hearing in Feb. Other congres­
sional committees, including the Senate 
Governmental Affairs Committee and the 
House Energy and Commerce 
Committee, are expected to hold hearings. 
At press time, the AICPA had not been 
invited to testify.
AICPA Issues Accounting, Reporting Rules for 
Entities That Lend or Finance
In Dec. 2001, the AICPA’s Accounting Standards Executive 
Committee issued Statement of Position 01-6, Accounting by 
Certain Entities (Including Entities With Trade Receivables) That 
Lend to or Finance the Activities of Others (No. 014933CPA02). 
The SOP is effective for financial statements issued 
for fiscal years beginning after Dec. 15, 2001; earlier 
application is encouraged.
Trade Receivables. With limited exceptions, this 
SOP applies to any entity that lends to or finances 
the activities of others. For example, that arrange­
ment may be a financing arrangement that only 
involves extending credit to trade customers resulting in trade 
receivables, a secured mortgage loan, or an unsecured commer­
cial loan. These arrangements were included in the scope of the 
AICPA Audit and Accounting Guide A udits o f  Finance 
Companies (FC Guide) and, accordingly, are also included in the 
scope of this SOP. The FC Guide covered all financing activities 
of business enterprises designed to encourage customers to pur­
chase products and services. This included financings of different 
types and duration, from shorter-term trade financings to 
extended-term arrangements both for an entity’s own products 
and services as well as for the products and services sold by 
unaffiliated businesses.
Insurance Companies. Insurance companies were explicitly 
excluded from the scope of the FC Guide. Consistent with the 
objective of providing uniform guidance, lending and financing 
activities of insurance companies are included in the scope of 
this SOP.
Corporate Credit Unions and Mortgage Companies. Under 
this SOP, corporate credit unions and mortgage companies are 
explicitly subject to these new accounting and 
reporting provisions and disclosure requirements, 
 including disclosures about regulatory capital and 
net worth requirements.
Financial Institutions. This SOP also provides spe­
cialized guidance for other types of transactions spe­
cific to certain financial institutions. Divergence in accounting 
practices among certain elements of the financial services industry 
for similar transactions has resulted in the need for a reconciliation 
of existing guidance. This SOP reconciles and conforms, as appro­
priate, the accounting and financial reporting provisions estab­
lished by the AICPA’s Audit and Accounting Guides Banks and 
Savings Institutions, Audits of Credit Unions and the FC Guide.
To order a copy of SOP 01-6, contact the CPA2Biz Customer 
Service Center (see page 4; price: Dual AICPA/state society 
member, $12.80; AICPA member, $13.60; state society member, 
$14.40; non-member, $16).
Sydney Garmong, sgarmong@aicpa.org
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Computer-Based CPA Exam Writers,
The Uniform CPA Examination is undergoing the process of con­
version to a computer-based test, which will facilitate revision of 
the examination’s content and assessment of skills to better 
reflect changes in the accounting profession. One of these revi­
sions is the inclusion of simulations—or case-based problems— 
in the examination. Simulations will help assess a CPA candi­
date’s knowledge, skills and readiness to practice in the account­
ing profession at the entry level.
We are now looking to amass a library of such simulations. To 
generate a sufficient number of simulations, the AICPA needs the 
help of many CPAs to act as writers and/or reviewers.
If you are a CPA who either supervises entry-level CPAs or is 
familiar with what is expected of entry-level CPAs—or can help 
identify members of your firm who meet these criteria—volun­
teer to become part of this important effort. We need creative 
individuals willing to act as content experts in accounting and 
reporting, auditing and attestation, taxation, and the general 
business environment (including information technology).
Volunteers are sought for two different types of commitment. 
The first will write content for two well-defined simulations 
modeled on those already developed by content experts. These 
simulations will be given to AICPA staff, who in turn will cre­
ate two variations of each of the simulations. These variations 
will then be returned to the volunteer author for review and 
comment. The estimated time commitment for this effort is 
8-10 hours for writing, and 2-3 hours for reviewing. 
Volunteers will be asked to submit the two simulations by the
Reviewers Needed
end of Apr./early May, and to review the variations by late 
May/early June. This process will be repeated again in the 
Oct./Nov./Dec. timeframe.
The second commitment involves the review and refinement 
of simulations developed by the writers. Individuals participating 
in this activity will need to attend two 2-day review meetings 
with four other content experts during a 12-month period. The 
first meetings will be held in early July, and the second meetings 
will be held in Jan. 2003. Participants will receive approximately 
24 simulations on computer disk to review before coming to the 
meetings. Preparation for the meetings will require a commit­
ment of about 20 hours. All expenses associated with attending 
the two meetings will be reimbursed by the AICPA.
Volunteers will make a significant contribution to the account­
ing profession and help protect the public interest by helping to 
ensure that the CPA examination appropriately assesses the 
knowledge and skills required of entry-level CPAs. In addition, 
volunteers will benefit from the excitement of working on a 
groundbreaking initiative for the profession, and recognition as a 
contributor to this important effort.
To volunteer, contact Richard DeVore, Simulations 
Development Leader, AICPA Examinations, at 609/671-2911 or 
e-mail rdevore@aicpa.org. Specify in which of the four content 
areas you or your suggested volunteers could best contribute and 
which of the two commitments you or they are willing to make. 
Include an e-mail address, office address and daytime telephone 
number for each volunteer.
Coming Soon—Emergency Business Planning: Are 
You Prepared for Disaster? (No. 731160CPA02).
This timely new CPE self-study course, expected to be 
available in late Feb., offers a step-by-step guide to 
ensuring business survival following a disaster or other 
severe event that interrupts daily operations. Topics include  
The Handbook o f  Process-Based Accounting: 
Leveraging Processes to Predict Results (No. 
029876CPA02). This new AICPA publication, written 
by James A. Brimson, an internationally recognized 
expert in activity-based management, may very likely 
present the next revolutionary accounting concept. Featuring a 
step-by-step implementation guide for introducing a forward- 
looking accounting system, the Handbook focuses on the
process management concepts that lead to forward- 
looking information essential to successfully man­
aging an organization. The Handbook shows how 
the tools and techniques already in use in many 
companies can be integrated to drive excellent 
future performance. Price: Dual AICPA/state society member, 
$47.01; AICPA member, $49.95; state society member, $52.89; 
non-member, $58.76.
To order, write: CPA2Biz Customer Service Center, CPA02, P.O. Box 2209, Jersey City, NJ 07303-2209; fax, 800/362-5066; call 
888/777-7077 (8:00 a.m. to 8:00 p.m., ET); shop online at www.cpa2biz.com; or e-mail semce@cpa2biz.coga. Prices do not include 
shipping and handling. Have membership number ready.
Spring National Radio Ad Placements Announced
Continuing its emphasis on national radio advertisements as 
part of the profession’s image enhancement campaign, the 
AICPA has announced the schedule of placements for spring. 
Starting the week of Mar. 18, ads will run on news programs on 
ABC Radio Networks and Westwood One; during sports events
broadcast on ABC and Westwood One; and on business/finan­
cial programs on ABC, Bloomberg Radio Networks, Premiere 
Radio Networks (The Dolans) and Westwood One. All told, 
nearly 175 spots will run between Mar. 18 and Apr. 14. Radio 
ads also ran during the National Football League’s Super Bowl 
in early Feb.
understanding contingency planning in general, evaluat­
ing risk, analyzing business impacts, developing strate­
gies for ensuring continuation of business, and how to 
draft a plan and respond to emergencies. Watch for 
more information on CPE credit details and pricing, or 
call 888/777-7077.
CPEnews
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AICPA.. .  Where to Turn
All address and job change information should be mailed, faxed or 
e-mailed to the Member Satisfaction Center in New Jersey. (The CPA 
Letter and Journal of Accountancy will automatically be updated. Indicate 
any other AICPA subscriptions that you have.)
AICPA, New York 
Fax number 
AICPA, New Jersey 
Fax number 
AICPA, Washington 
Fax number 
AICPA/PDI, Texas 
AICPA Foundation 
AICPA Political Action Committee 
Academic and Career Development 
Recruiting for the Profession 
Advertising (Journal of Accountancy, The Tax Adviser) 
Classified ads 
Display ads 
Accounting and Review Services 
Accounting Research Association 
Accounting Standards
Accredited in Business Valuation Designation 
Audit & Accounting Guides 
Auditing Standards 
Benevolent Fund
Center for Investment Advisory Services 
Certified Information Technology 
Professional Designation 
Committee Appointments 
Consulting Services Member Section 
Copyright Permissions 
CPA Client Bulletin, CPA Client Tax Letter
— Subscriptions
— Editorial
CPA Letter, The (editorial)
CPA2Biz (www.cpa2biz.com; orders, subscriptions,
212/596-6200 
212/596-6213 
201/938-3000 
201/938-3329 
202/737-6600 
202/638-4512 
888/247-3277 
212/596-6218 
202/434-9276 
212/596-6222 
212/596-6105
800/237-9851 
212/596-6093 
212/596-6026 
201/938-3277 
212/596-6166 
201/938-3653 
201/938-3339 
212/596-6036 
201/938-3490 
877/66-AICPA
http://citp.aicpa.org 
212/596-6097 
212/596-6065 
201/938-3245
888/777-7077 
201/938-3301 
212/596-6112 
212/993-0500
network licenses) service@cpa2biz.com
CPE Course Information/Conference Registration 888/777-7077
Division for CPA Firms
PCPS/The Alliance for CPA Firms 800/CPA-FIRM
SEC Practice Section 201/521-5579
Examinations (Uniform CPA Exam) 800/CPA-EXAM
Federal Government (regulatory matters) 202/434-9253
Federal Legislation (non-tax congressional matters) 202/434—9205
General Counsel 212/596-6245
Government Member Inquiries 212/596-6034
Industry Member Programs, Management
Accounting 212/596-6157
Information Technology Member Section 212/596-6211
International Technical Services 212/596-6250
Joint Trial Board (disciplinary actions) 212/596-6101
Journal of Accountancy (editorial) 201/938-3292
Library (University of Mississippi)
E-mail
Management of an Accounting Practice 
Meetings and Travel
Member Satisfaction Center (until 8:00 p.m., ET) 
Fax number 
E-mail
Voice mail box for comments 
Minority Initiatives 
Peer Review
Personal Financial Specialist Designation
PFP member section
The Practicing CPA (editorial)
Professional Ethics, Ethics Hotline 
Public Relations and Communications 
State Legislation 
State Society Relations 
Tax Adviser, The (editorial)
Tax Services Member Section 
Technical Information Hotline
(auditing and accounting practice inquiries) 
WebTrustSM/TM
Women and Family Issues
866/806-2133 
aicpalib@olemiss.edu 
800/CPA-FIRM 
201/938-3232 
888/777-7077 
800/362-5066 
memsat@aicpa.org 
888/999-9252 
212/596-6227 
201/938-3030 
http://pfs.aicpa.org 
201/938-3659 
201/938-3798 
888/777-7077 
212/596-6106 
202/434-9201 
202/434-9257 
201/938-3444 
202/434-9270 
aahotline@aicpa.org 
888/777-7077 
888/999-9257 
212/596-6226
Affinity Programs
Insurance Programs
Disability 800/223-7473
Group 800/223-7473
Group Variable Universal Life 800/223-7473
Life (Member/Spouse) 800/223-7473
Long-Term Care 800/223-7473
Personal Liability Umbrella 800/223-7473
Medicare Supplement Plan 800/749-6983
Automobile 800/847-2886
Home 800/847-7233
Professional Liability, CPA EmployerGard 800/221-3023
Retirement Programs
T. Rowe Price 800/38-AICPA
Car Rental (Hertz, CDP #12353) 800/654-2200
Computers (Dell Corporation) 800/945-8364
(IBM) 800/426-7235, ext. 5245
Credit Card (First USA Bank) 800/254-0910
Credit Card Processing (Paymentech) 800/824-4313
Home Mortgages and Equity Loans (Wells Fargo) 800/272-1210
Hotels (Starwood Hotels & Resorts Worldwide) 888/625- 1988
Investor Information Products (Standard & Poor’s) 800/221-5277
Long-Distance Telephone (Sprint) 800/953-4214
Overnight Delivery (Airborne Express) 800/MEMBERS
Professional Placement (Robert Half) 888/744-4089
Tax Research Material (RIA Group) 800/431-9025, ext. 3
Xerox Corporation (#0706109) 800/275-9376, ext. 272
New York
1211 Avenue of the Americas 
New York, NY 10036-8775
New Jersey 
Harborside Financial Center 
201 Plaza Three 
Jersey City, NJ 07311-3881
Washington, D.C.
1455 Pennsylvania Avenue, NW 
Washington, DC 20004-1081
AICPA/PDI, Texas 
1720 Lake Pointe Drive 
Suite 117 
Lewisville, TX 75057
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By James G. Castellano, CPA 
Chair, AICPA Board o f Directors
The issues of student recruitment and 
accounting education are top of mind for 
our profession. I’d like to share my views 
about the issues of student recruitment and 
accounting education with you, and to 
encourage you to personally contribute to 
our efforts.
Let me frame the issues by discussing 
them in terms of the CPA Vision. When we 
created the Vision for the profession, we 
described the process as “seeing the opti­
mum future, then seeking a bridge from 
the future back to the present.” Here’s my 
Vision, the optimum future, as it relates to 
people entering our profession.
First, of course, I see an abundant sup­
ply of highly qualified entry-level profes­
sionals. Now, you might think that the 
demographics will take care of that in due 
time. Generation Y is about to kick in, a 
generation almost as big as the Baby Boom 
generation, and twice as big as Generation 
X. I’m sure that will help, but I also believe 
that we can’t rely solely on demographics 
to bring us out of the serious decline in stu­
dents choosing accounting careers.
I see professionals with solid founda­
tions in auditing and attest, services that 
have a significant effect on the public 
interest. Our entry-level professionals will 
have excellent knowledge of accounting 
and auditing standards, tax, business law
and, very importantly, ethics. But, perhaps 
the largest difference I see in future entry- 
level professionals is their broad-based 
business knowledge, and their 
skills in applying that knowledge. 
Understanding the business envi­
ronment is critical if our entry-level 
professionals will be effective 
implementing the risk-based audit 
approaches of the 21st century.
The skills of the future entry-level 
accounting professional will be highly val­
ued. They’ll be competent communicators, 
having excellent research skills, and the 
ability to interpret, analyze and integrate 
information from many sources. They’ll be 
of sound judgment and have a solid foun­
dation of integrity. Leadership abilities, 
project management skills and entrepre­
neurial thinking will be commonplace.
We’ll no longer hear quotes from col­
lege students like the Taylor Research & 
Consulting Group reported to us last year. 
Instead of, “If you’re a detail-oriented per­
son who likes to work by yourself, then it’s 
for you,” we’ll hear, “If you’re a leader, 
who enjoys people and wants to make 
things happen, then it’s for you.”
So what’s it going to take to build the 
bridge from that future back to the present? 
The AICPA is doing its part by initiating 
the bold student recruitment initiative that 
our Board approved in Apr. last year. A 
program to invest $5 million a year for five 
years to communicate with high school 
and early college students, to let them 
know what a Vision-aligned CPA does and 
to dispel the misinformation and student 
ignorance that abounds according to the 
Taylor research.
Now, an incredibly unique opportunity 
exists for our members to personally con­
tribute to the success of our student recruit­
ment and accounting education initiatives. 
Prudential Insurance Company, which has 
been the insurance company of our 
Insurance Trust since 1947, has recently 
demutualized. Our Insurance Trust will 
distribute the entire proceeds received in 
this dem utualization to our member
insureds. We have received a tax opinion 
that the insureds who receive shares will 
not be taxed on the value of the shares they 
receive. Furthermore, members, should 
they choose, will be entitled to a tax 
deduction equal to the value of the shares 
if they donate them to a qualified charity.
What a great opportunity for those of us 
who have benefited from these wonderful 
insurance programs for years, and some for 
decades, to reinvest some of that benefit in 
the future of our profession by donating 
the shares we receive to our Foundation!
The AICPA Foundation Trustees, our 
Board of Directors and Council unani­
mously and enthusiastically support this 
program. The Foundation Trustees have 
arranged for members to direct their shares 
to be used for one of four specific purposes:
1. To support the profession’s efforts to 
recruit the best and brightest to become 
CPAs. Any funds received would be 
over and above the AICPA’s already 
committed operating funds.
2. To support research and activities to 
advance the CPA Vision, including 
development and advancement of new 
professional services for CPAs to offer 
their clients and employers.
3. To support redefining accounting edu­
cation to be more relevant to the chang­
ing accounting profession.
4. To support the Foundation’s General 
Fund, which would be unrestricted con­
tributions.
All funds raised from this initiative will 
be used to create endowments to support 
the specified purposes for future genera­
tions of CPAs.
Leadership requires stewardship. Some 
time in the past each of us took a place in 
this great profession. Our challenge is to 
make sure that we pass it on to the next 
generation in better shape than it was when 
we stepped in. We hope that you will con­
sider the appeal of our AICPA Foundation 
and make an investment in the future to 
benefit generations of CPAs to come.
James_Castellano@rbg.com
Send Us Your E-Mail Address
If you have not submitted your e-mail address to us or have 
changed it recently , send your e-m ail address to 
memsat@aicpa.org. Indicate “e-mail address update” in the 
subject header field to help us process the submissions more
chair's
corner 
efficiently. Be sure to include your full name, and, if known, 
your membership number on the e-mail message. Be assured 
the AICPA will not sell your e-mail address to outside third 
parties.
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As a result of investigations of alleged violations of the Code of 
Professional Conduct of the AICPA and/or state CPA societies, the 
following ethics cases have been resolved by settlement agree­
ment under the Joint Ethics Enforcement Program:
• James R. Bryan of Logan, Utah, suspended from membership 
in the AICPA and the Utah Association of CPAs for two years, 
effective Dec. 4, 2001.
• Eugene M. Mense Jr. of Joplin, Mo., suspended from member­
ship in the AICPA and the Missouri Society of CPAs for two 
years, effective Nov. 10, 2001.
• Howard Schneider of Whittier, Calif., suspended from mem­
bership in the AICPA for two years, effective Nov. 10, 2001.
As a result of decisions by hearing panels of the Joint 
Trial Board, the following members have had their 
AICPA memberships:
— Terminated:
• James A. Capwill of Satellite Beach, Fla., effective Dec. 7, 2001.
• Peter C. Cosmas of New York, N.Y., effective Dec. 14, 2001.
• Charles Rogers of Woodbridge, Va., effective Nov. 14, 2001.
—Suspended for two years:
• Richard A. Asta of Winter Springs, Fla., effective Dec. 7, 2001.
—Suspended for six months:
• Clifford B. Ain of Aventura, Fla., effective Dec. 7, 2001.
—Admonished:
• Becky Lynn Mathre of Houston, effective Dec. 14, 2001.
Under the automatic disciplinary provisions of the Institute’s 
bylaws, the following members have had their AICPA mem­
berships:
— Terminated because of final judgments of conviction for crimes 
punishable by imprisonment for more than one year:
• Andrew S. Carter of League City, Texas, effective Nov. 6, 2001.
• Byron D. Hill of Birmingham, Ala., effective Dec. 14, 2001.
— Suspended following suspension of her CPA certificate, license 
and/or permit by her state board of accountancy:
• Lisa M. Loran Beuche of Cave Creek, Ariz., effective Sept.
21, 2001.
Details on these disciplinary actions can be accessed through: 
www.aicpa.org/pubs/cpaltr/index.htm
Firms Terminated from Peer Review Program
Effective Sept. 20, 2001, these firms were terminated from the 
AICPA peer review program for failure to cooperate 
with the AICPA Peer Review Board. Hearing panels 
deemed that the following firm(s):
• Did not complete corrective or monitoring actions 
required as a condition of acceptance of the firms’ 
most recent peer reviews: Steven P. Gentry, CPA, Chattanooga, 
Tenn.; Philip R. Postlewait Jr., CPA, Parkersburg, W.Va.; and 
Margot J. Strawn, CPA, Brea, Calif.
• Did not submit overdue documents on their most recent peer 
reviews: Mary C. Cowden, CPA, Quartz Hill, Calif.; and Wm. 
Carlton Hargett, CPA, Littleton, Colo.
• Did not acknowledge its agreement to take corrective or moni­
toring actions on its most recent peer review: Kravitz & 
Company, Jenkintown, Pa.
Effective Sept. 20, 2001, the firm of Michael G. Margio, CPA 
PC, Kissimmee, Fla., was terminated from the AICPA peer review 
program for not cooperating with the AICPA Peer Review Board 
regarding the firm’s failure to complete corrective or monitoring 
actions as a result of its most recent peer review. The firm waived 
its right to a hearing.
disciplinary 
 actions 
Web Conference on Modernization of Independence Rules Sponsored, 
White Paper on New AICPA Rules Issued
The AICPA Professional Ethics Executive Committee (PEEC) on 
Dec. 4, 2001, sponsored an interactive Web conference entitled 
Modernization o f the Profession’s Independence Rules. A panel 
consisting of National Association of State Boards of Accountancy 
Vice Chair K. Michael Conaway, Jean Rothbarth and James Curry 
(chair) of the PEEC, and Professional Ethics Division Director 
Lisa Snyder, addressed viewers’ live, e-mail questions on the new 
AICPA rules, the impact of modernized and harmonized rules on 
practitioners and the public, and state-related issues.
During the conference, Mr. Conaway stressed the need for 
uniform independence standards, saying, “The idea of rule har­
monization is one that I think we can all agree on.” He also noted 
that the profession has an opportunity, through state societies and 
contacts with the state boards, to make sure that the boards 
actively consider harmonizing their rules to the AICPA.
Approximately 84 people, mostly representing state CPA soci­
eties and accountancy boards, registered for the event. Those
wishing to view the Web conference on the Internet may do so at: 
www.aicpa.org/stream/indrulewebcast/index.html.
Also in Dec., the PEEC issued a white paper explaining the 
rationale underlying the AICPA’s newly released independence 
rules on financial, fam ily, em ploym ent and certain  other 
business relationships. (See “Official Releases,” Nov. 2001 
Journal o f Accountancy, or www.aicpa.org/pubs/jofa/nov2001/ 
news2.htm.)
The paper, which provides nonauthoritative guidance to mem­
bers, state accountancy boards and CPA societies, and other inter­
ested parties, also provides background information about the 
profession’s move toward engagement-team-focused indepen­
dence rules and describes comments received by the PEEC from 
the membership, regulators, professional organizations and others 
during the rulemaking process. The PEEC’s white paper is avail­
able on the AICPA Web site at w w w .aicpa.org/m em bers/ 
div/ethics/whitepaper.htm.
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Centerpiece of Student Recruitment Effort 
Launches
In Mar. the centerpiece of the first year of a five-year, $25 million 
student recruitment initiative will begin (The CPA Letter, Dec. 
2001). The campaign, which continues the profession’s targeted 
outreach effort to high school and college students that began last 
fall, will include print elements (posters and newspaper ads), 
direct mail and e-mail. In addition, the program’s Web site,
StartHereGoPlaces.com (which takes its name from the theme of 
the recruitment initiative), as well as a business simulation game, 
will launch next month. All of the materials will be distributed to 
state CPA societies for use in local recruitment efforts.
Preliminary response reports will be produced later this 
spring. They will measure the effect of the entire campaign in 
general, as well as the effectiveness of each of the elements in 
particular. This information will be used to adjust the program 
accordingly as the initiative moves into its second year.
Highlights of Board of Directors’ December 
Meeting
Among other actions at its Dec. 13-14, 2001, meet­
ing, the AICPA Board of Directors:
• Heard a progress report on computerization of the 
Uniform CPA Examination.
• Was briefed on Institute activities relating to the 
General Accounting Office’s study of the profession’s gover­
nance system and received an update on the GAO’s proposed 
auditor independence standards.
Approved the revised AICPA/NASBA Statement on Standards 
for Continuing Professional Education (The CPA Letter, Jan.).
 Received a report on the International Federation 
of Accountants, which approved a new self-regu­
latory structure with the establishment of the 
Forum of Firms and the Transnational Audit 
Committee.
 Was inform ed that the CPAs in Support of 
America Fund had received $130,000 in contributions, 
including $55,000 from state CPA societies. A proposal for 
disbursement of the funds is being developed.
ADDRESS SERVICE REQUESTED
American Institute of Certified Public Accountants, Inc. 
1211 Avenue of the Americas, New York, N.Y. 10036-8775
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AICPA
Highlights
2
AICPA’s “Women’s 
Financial Health Week” 
Reaches 70 Million 
Consumers
3
Letter to Members from 
AICPA Chair, AICPA 
President
4
Exposure Draft of New 
Fraud Standard Released 
for Comment
5&6
Report of the Nominations 
Committee
8
“Chair’s Comer”: SEC 
Practice Section’s Quality 
Control Inquiry Committee
9
Staples Becomes Latest 
AICPA Affinity Partner
11
Uniform CPA Exam Beta 
Pre-Testing Completed
12
Consumers Demand 
Companies Do More to 
Protect Their Privacy: 
AICPA/E&Y Post-Sept. 11 
Survey
GAO Issues New Auditor Independence Standards; 
Certain Non-Audit Services Restricted
Late in Jan. the General Accounting Office 
issued its final standards on auditor inde­
pendence. The changes in Government 
Auditing Standards (“Yellow Book”) are 
significant and will impact audits of many 
governments, non-profit entities, and for- 
profit entities that receive federal assistance 
or participate in federal programs.
Ever since the GAO issued an exposure 
draft on auditor independence, the AICPA 
had been actively engaged with the GAO to 
address the issues and concerns of CPAs 
and their clients. The Institute was con­
cerned about a number of issues, including 
those involving the costs of restricting cer­
tain non-audit services (including book­
keeping and human resources services) 
without corresponding benefits, the perva­
siveness of the restrictions, and how an 
additional set of independence rules (the 
SEC and AICPA having their own) would 
result in confusion in an already complex 
practice environment. Our efforts were 
relentless right up until the day before the 
rule’s release. In the end, the GAO adopted 
many of the SEC’s rules on auditor inde­
pendence and, in certain areas, put in place 
rules that are more restrictive.
However, because of a lack of clarity in 
the rules governing non-audit services and 
uncertainty in the different possible inter­
pretations of the standards, making uniform 
implementation difficult, the GAO has 
committed to work with the AICPA to 
address issues to be clarified and to develop 
implementation guidance.
We have received hundreds of questions 
and comments from members and have 
organized and submitted them to the GAO 
for consideration. Working with the 
Comptroller General, we hope to mitigate 
varying interpretations and any unintended 
adverse consequences that the standard 
might have, particularly on smaller entities 
subject to Yellow Book standards and on 
accounting firms.
For more on the GAO’s new auditor inde­
pendence standards, see this month’s public 
accounting or government supplements 
(access instructions on page 2) or visit 
www.aicpa.org/members/div/ethics/index.htm 
where you will find an AICPA-GAO inde­
pendence rules comparison on non-audit ser­
vices and a GAO Auditor Independence 
Standards Fact Sheet.
CPA2Biz + Rivio = A Winning Combination and 
Powerful Business Solutions
CPA2Biz has merged with Rivio, a leading 
provider of integrated Web-based applica­
tion services for small businesses, to 
enhance its offerings to CPAs and their 
clients or employers.
A formidable combination, the two com­
panies leverage extensive compatibility in 
products, channels, investors and manage­
ment. The merger will streamline business 
operations, improve efficiencies and produce 
better results for CPAs’ clients or employers.
“Rivio has proven applications and a tech­
nology platform that allows full private label­
ing by CPAs, offers tremendous platform 
customization and is supported by a fully
tested deployment process,” said Brett 
Prager, chief executive officer of CPA2Biz. 
“Our objective since founding CPA2Biz has 
been to strategically assist CPAs in providing 
an integrated suite of business applications 
for the clients and organizations they serve. 
As a result of this merger, we are now better 
positioned to further assist CPAs.”
Rivio’s Integrated Business Services 
Network provides an infrastructure for CPAs 
to operate and deliver customized Web-based 
application services to their small business 
customers. Rivio Office Manager allows 
small businesses to efficiently manage their 
continued on page 4
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Foundation Mailing Encourages 
Members to Donate Shares of 
Prudential Stock
More than 200,000 AICPA members and 
member firms participating in the 
Insurance Trust life and disability program 
learned in early Mar. how many shares of 
stock they own as a result of Prudential 
Financial Inc.’s initial public offering. 
Around the same time, those members 
received a m ailing from the AICPA 
Foundation asking them to donate their 
newly found shares to support the 
Foundation’s innovative recruit­
ment and education initiatives.
The mailing included a brochure 
outlining the Foundation’s goals 
and accomplishments, as well as 
instructions for making tax- 
deductible contributions.
Questions can be directed to:
866/CPA-2AID (272-2243)
  Foundation@aicpa.org
Business & Industry Members 
Assess Post-9/11 Economic 
Environment
A poll of more than 150 financial execu­
tives taken at the AICPA’s fall conference 
for members in business and industry 
shows that economic prospects appear bet­
ter for the service sector than for manufac­
turing. Service sector respondents said 
prospects were just as likely to improve 
(39%) as they were to stay the same 
(38%); only 22% said their economic posi­
tion would worsen over the three-month 
period after the terrorist attacks.
By contrast, more than one-third (35%) 
of manufacturing respondents saw their 
economic position deteriorating over the 
short term. However, 46% predicted 
improvement this spring, while 23% con­
tinued to see declines.
Another key finding of the poll was 
that a majority of respondents (57%) are
satisfied with their current disaster contin­
gency plans and are not changing them. 
Fully 38% are enhancing their existing 
plans, a trend somewhat more prevalent 
in the service sector (41%) than in manu­
facturing (35%).
hbaum@aicpa.org
AICPA’s “Women’s Financial 
Health Week” Reaches 70 
Million Consumers
Women’s Financial Health Week, 
which the AICPA presented Jan. 
14-18 with M oney m agazine, 
reached an estimated 70 million 
consumers through coverage in 
print, television, radio and online 
media. Articles about Women’s 
Financial Health Week appeared 
in daily newspapers in major markets, 
including Los Angeles, Chicago, Boston 
and New Orleans.
National broadcast coverage appeared 
on CNNfn, CNN Radio, AP Radio and 
money.com. More than 20 broadcast 
reports aired on ABC, NBC and Fox affil­
iate television stations in Washington, 
D.C.; P h iladelphia; Tampa; M iami; 
San Diego; Detroit; and Denver, among 
other markets.
Barbara Raasch, CPA/PFS, and Marion 
Asnes, senior editor of Money, served as 
spokespeople for many of the local-mar­
ket television interviews. Other spokes­
people included CPA/PFS practitioners 
R obert Doyle, Larry Foster, Karen 
Bamhouse and Connie Brezik.
The official Web site, www.womensfi­
nancialhealthweek.com, drew 9,600 indi­
vidual visitors during the week-long event
— exceeding the AICPA’s original goal of
3,000 visitors. The Web site is still live and 
continues to draw significant traffic.
In addition to giving women guidance 
on taking better control of their finances, 
Women’s Financial Health Week posi­
tioned the CPA/PFS as the ideal adviser to 
help them achieve financial well being.
CPAs who wish to learn more about the 
Personal Financial Specialist credential 
may visit the Web site or send an e-mail:
pfs.aicpa.org
pfs@aicpa.org
Volunteer Service Applications 
Due May 1
The deadline for volunteer service applica­
tions is fast approaching. Members inter­
ested in serving on a committee, task force 
or expert panel for the 2002-2003 commit­
tee year should apply online at volunteers. 
aicpa.org/apply by May 1.
CPA Letter Supplements Available
To obtain any of the member-segment sup­
plements produced this month with The 
CPA Letter:
  Dial 201/938-3787 from a fax 
  machine and key in document nos.: 
large firms, 1550; medium firms, 1551; 
small firms, 1552; business & industry, 
1553; internal audit, 1554; education, 1555 
and government, 1556
www.aicpa.org/pubs/cpaltr/index.htm
PUBLIC MEETING NOTICES
For detailed agendas, dial 201/938-3787 
from a fax machine and key in document 
no. 1206 two weeks prior to these meetings.
Accounting & Review Services 
Committee: Apr. 29-30, New Orleans 
Accounting Standards Executive 
Committee: Apr. 30-May 1, New York; 
June 11-12, New York 
Auditing Standards Board: Apr. 16-18, 
New York
Professional Ethics Executive 
Committee: May 6-7, Miami
Other Meetings
Peer Review Board: Apr. 29, Salt Lake 
City
 n e w s
briefs  
The CPA Letter (ISSN 0094-792x) April 2002, is published monthly, except bimonthly Feb./Mar. and July/Aug. Publication and editorial 
office: 1211 Avenue of the Americas, New York, NY 10036-8775, 212/596-6200. Periodicals postage paid at New York, NY and at additional 
mailing offices. Copyright © 2002, American Institute of Certified Public Accountants, Inc. Postmaster: Send address changes to The CPA Letter, Circ. 
Dept., Harborside Financial Ctr., 201 Plaza Three, Jersey City, NJ 07311-3881. The CPA Letter— Online is available at http://www.aicpa.org. 
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To the Members of the AICPA:
Here’s another update on Institute activities driven by Enron- 
related developments. While we’re using this update to keep you 
apprised of late-breaking news on this issue, the balance of The 
CPA Letter is devoted to all the other ongoing projects and pro­
grams that are equally important to members.
Legislation
We have testified before several congressional committees and 
subcommittees investigating many issues resulting from Enron’s 
bankruptcy. On Mar. 14 we outlined four initiatives for the Senate 
Banking Committee that we believe strike an appropriate balance 
between the need for government oversight and the efficiency of 
the private sector. We pledged our support to Congress and the 
SEC in enacting proposals to: (1) create a new private-sector reg­
ulatory body responsible for performing quality reviews of the 
practices of public company auditors and for disciplining those 
auditors, (2) reform the financial reporting process by moving 
toward more timely — and ultimately real-time — disclosures 
and reports containing information about plans, opportunities, 
risks, uncertainties and the drivers of future success; (3) craft new 
rules to strengthen corporate audit committees; and (4) make it 
unlawful for anyone in a company, or anyone else involved in the 
financial reporting process, to lie to an auditor.
A panel of the profession’s leaders was assembled specifically 
for that hearing: James Castellano, chair, AICPA Board of 
Directors; James Copeland, chief executive officer, Deloitte and 
Touche; William Balhoff, chair, AICPA PCPS (Partnering for 
CPA Practice Success) Executive Committee; Olivia Kirtley, 
AICPA past chair, current member of public company audit com­
mittees; and James Gerson, chair, Auditing Standards Board. 
In addition to that hearing, Barry Melancon testified before the 
House Financial Services Committee on Mar. 13. Jim Castellano 
also appeared before a House Energy and Commerce subcommit­
tee to discuss our support and ideas for reform.
Whether it is through SEC regulations or legislative solutions, 
we emphasize that any new rules should pertain only to audits of 
public companies. We are very much mindful of the potential for 
such changes to be adopted by other government and regulatory 
agencies, which may affect CPAs’ work for private companies. As 
when the SEC and General Accounting Office proposed rules on 
auditor independence, one of our overriding concerns was to min­
imize the final rules’ harmful effects on non-public companies 
and their auditors. To boost our efforts on this point in the current 
situation, we activated our Federal Key Persons. Armed with 
information about the possible “cascade effect” and its ramifica­
tions, our Key Persons have been encouraged to communicate 
with their local members of Congress about this issue.
Media Relations/Advertising
We continue to mount an aggressive media relations effort to help 
maintain the public’s trust in CPAs and in our capital market system.
For example, we participated in more than 125 print, television 
and radio interviews or news reports. We’ve appeared on such 
national television programs as CNN, MSNBC with Brian
Williams, CNBC, CBS MarketWatch and Public Broadcasting 
Service’s Nightly Business Report. Similarly, major daily news­
papers from all over the country, such as the Chicago Tribune, 
Denver Post, The New York Times, The Wall Street Journal, 
Washington Post and San Francisco Chronicle, have interviewed 
us, as have CBS Radio and National Public Radio. Moreover, the 
Associated Press, Dow Jones, Reuters and Bloomberg news wires 
disseminated articles that included our input. Lastly, we also 
interviewed with many trade publications and national magazines.
Our message is always clear: Each day hundreds of thousands 
of CPAs, in big firms and small, in industry and government, do 
the right thing, protecting the public interest and serving the 
needs of employers and clients. We stress that the profession has 
a 100-year tradition of independence, integrity and objectivity, 
and that we will not tolerate those who break the rules.
To expand the scope of this message, a new, national ad cam­
paign was launched on Mar. 10. The radio and print ads empha­
size that every day CPAs across the country are auditing financial 
statements, providing tax services and delivering business insight. 
Radio spots have been airing nationally (more than 300 times in 
total) on network radio; full-page print ads were placed in The 
Wall Street Journal, The New York Times, USA Today, Washington 
Post, the L.A. Times, Dallas Morning News and the Chicago 
Tribune. In addition, some state societies have agreed to run the 
same radio or print ads in local media.
Communications to States, Members
State societies have always been important players in profession- 
wide initiatives, and this one is no exception. We have been provid­
ing the states with resources and tools to help them sort through the 
complicated issues and communicate with their members and other 
interested parties. Furthermore, the AICPA’s Public Relations Team 
held a media preparation workshop with state society spokespeople 
to help them respond to related press inquiries.
The AICPA also created an electronic newsletter to keep mem­
bers informed of emerging events. “AICPA News Update” provides 
a quick synopsis of legislative happenings and a rundown of press 
clips with livelinks to testimony and news stories, as well brief 
descriptions of non-Enron developments at the Institute. The first 
issue was e-mailed to members in early Mar. To receive this timely 
newsletter, send your e-mail address to our Member Satisfaction 
Center (memsat@aicpa.org). We also suggest members routinely 
visit www.aicpa.org, which is continuously updated.
You can see that your Institute is working very hard to main­
tain public confidence while balancing members’ interests. We’re 
at a critical time for the profession, and it’s important for you to 
know that your leadership will take the necessary steps to ensure 
the profession remains vibrant and viable in order to meet our 
public interest responsibilities.
   
James G. Castellano, CPA Barry C. Melancon, CPA
Chair of the Board President & CEO
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Highlights of Board of Directors’ February Meeting
Among other actions at its meeting Feb. 7-8, the AICPA Board of
Directors:
• Approved the strategic plan developed by the International 
Strategy Committee and gave the committee the authority to 
coordinate the AICPA’s international activities. The plan out­
lined “Visions for the Year 2005” and strategic objectives in 
the areas of international accounting standards, international 
auditing and assurance services, international ethics standards 
and assurance of the quality of global practice. (To see the 
plan, visit www.aicpa.org.)
• Heard about issuance of the General Accounting Office’s new 
standards on auditor independence (see page 1). The changes 
will impact audits of many governments, non-profit entities 
and for-profit entities that receive federal assistance or partici­
pate in federal programs.
• Was informed that the Auditing Standards Board had approved 
for issuance an exposure draft that would revise the current
standard on fraud (see below). In addition, working jointly 
with the International Audit Practices Committee, the ASB 
expects to release an international standard on fair value later 
this year.
• Was provided an update on CPA2Biz activities, including a 
merger with Rivio (see page 1).
• Voted to support a Memorandum of Understanding regarding 
how the National Academy Foundation will work with the 
AICPA and state CPA societies to encourage young people to 
pursue careers in the financial services field, and in accounting 
in particular.
• Received a report on contributions to the CPAs in Support of 
America Fund and the efforts under way to identify intermedi­
ate and long-term programs that can assist those impacted by 
the Sept. 11 attacks, as well as a report highlighting the ser­
vices of the more than 400 CPAs who volunteered to provide 
pro bono financial assistance to victims and survivors.
Exposure Draft of New Fraud Standard Released for Comment
The Auditing Standards Board on Feb. 28 issued an exposure 
draft titled Consideration of Fraud in a Financial Statement 
Audit (The CPA Letter, Feb./Mar.). This proposed statement, 
which represents a revision of SAS No. 82, estab­
lishes standards and provides guidance to auditors 
in fulfilling their responsibility as it relates to fraud 
in an audit of financial statements conducted in 
accordance with generally accepted auditing stan­
dards. The exposure draft also includes Appendix 
B, “A Proposed Amendment to SAS No. 1, Codification of  
Auditing Standards and Procedures (AICPA, Professional 
Standards, vol. 1, AU section 230, ‘Due Professional Care in the 
Performance of Work’).”
The ASB believes that the requirements and guidance pro­
vided in the proposed statement, if adopted, would result in a
substantial change in auditor performance and thereby improve 
the likelihood that auditors will detect material misstatements 
due to fraud in a financial statement audit. The proposed 
statement’s adoption also would result in increased 
focus on professional skepticism  in the 
consideration of the risk of fraud in a financial 
statement audit.
More information about the exposure draft can be 
found in this issue’s public accounting supplements 
(see page 2 for access instructions). Comments should be 
received by May 31.
For a copy of the exposure draft:
www.aicpa.org/members/div/auditstd/ 
consideration_of_fraud.htm
continued from page 1 — CPA2Biz Merges With Rivio 
day-to-day operations, including human resources management, 
payroll, time and attendance, expense reporting and employee com­
munications. It also provides access to integrated payroll process­
ing services, Microsoft bCentral Web Services and export 
and import capabilities with accounting applications, such 
as Intuit® QuickBooks®.
“The Rivio technology platform allows CPAs — in pub­
lic practice or in business and industry — to improve the 
success rate of small business by offering clients or 
employers core business application solutions that are nec­
essary for small businesses to compete in today’s marketplace,” 
said Barry Melancon, president and CEO of the AICPA.
This merger brings together a strong investor base that lever­
ages complementary technological and commercial strengths. 
Rivio, based in Santa Clara, Calif., will operate as a wholly owned 
subsidiary of CPA2Biz. Each company will contribute members to 
the combined company’s management and board of directors. 
Navin Chaddha, founder, president and CEO of Rivio, will 
join CPA2Biz’s board of directors and serve as president of 
CPA2Biz.
Another wholly owned subsidiary of CPA2Biz, Capital 
Professional Advisors, Inc., based in Minneapolis, provides 
a comprehensive array of wealth management, financial 
planning services, insurance and investment products to 
help CPA firms fulfill the needs of high-net-worth clients.
Visit www.cpa2biz.com for more information.
 account i n g
 & auditing 
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REPORT OF THE NOMINATIONS COMMITTEE
To Members of the American Institute of Certified Public Accountants:
Pursuant to Article VI, Section 6.1.6 and 3.3 of the bylaws, the following report of the Nominations Committee is submitted.
Richard I. Miller 
General Counsel & Secretary 
Mar. 5, 2002
The Nominations Committee hereby proposes the following nominees as Officers, members of the Board of Directors, members of 
Council-at-Large, elected members of Council, members of the Joint Trial Board and members of the AICPA Peer Review Board. Upon 
election, the candidates will serve in the positions indicated from the Fall Council Meeting, Oct. 20-22, 2002, in Maui, Hawaii, until the 
Fall Council Meeting in 2003, 2004 or 2005, as indicated in the report, or until their successors shall be elected:
• Chair of the Board: The Committee affirmed the nomination of the following as Chair of the Board of the Institute for 2002-2003:
William F. Ezzell Jr., District o f Columbia
• Vice Chair o f the Board: The Committee nominated the following as Vice Chair of the Board of the Institute for 2002-2003:
S. Scott Voynich, Georgia
• Board of Directors: The Committee nominated the following for election as members of the Board of Directors for three-year terms 
ending in 2005:
Robert Anderson, Texas Sandra Sloyer, Pennsylvania
Michael Conway, New York Edward Waitzer, Canada (Public Member)
Bea Nahon, Washington Jimmy Williamson, Alabama
• Council Members-at-Large: The Committee nominated the following as Council Members-at-Large for three-year terms ending 
in 2005:
Ernest Almonte, Rhode Island 
William Balhoff, Louisiana 
Deborah Lambert, North Carolina 
Ernestine Mann, Indiana
The committee nominated the following as Council Members-at-Large for two-year terms ending in 2004 filling the unexpired terms of 
Michael Conway and Jimmy Williamson who were nominated for election to the Board of Directors:
Gary Lubin, New Jersey 
Herbert Schoenfeld, New York
• Elected Members of Council: After consideration of the recommendations submitted by the state CPA societies, in accordance with 
the provisions of Article VI, Section 6.1.5 of the bylaws, the Committee nominated the following 42 members from 28 jurisdictions 
as directly elected members of Council. Upon election nominees will serve three-year terms commencing in the Fall of 2002 and 
ending in 2005:
Alabama
Arizona
California
Thomas A. Ratcliffe 
William David Smith 
Lawrence Field 
Rufus Glasper 
Loretta Doon 
David L. George 
Harold S. Schultz
Anthony Yang-Kwon Teng 
Colorado Lynn Lehr-Buck
Connecticut Janet S. Maley
Florida Ronald Thompkins
Dominic C. Pino 
Georgia Robert McCorkle
James L. Underwood
James Metzler, New York 
Karen Pincus, Arkansas 
Tommie Vassel, Louisiana
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Illinois Harvey L. Coustan
New Jersey John F. Dailey 
Paul V. Stahlin
Theodore R. Mandigo New York Jo Ann Golden
Belverd E. Needles Jr. North Carolina William H. Watson Jr.
Kenneth R. Posner Ohio Michael B. Dickson
Indiana Jan Hayden Pennsylvania R. Jeffrey Galli
Iowa Gary L. Carlson J. Andrew Weidman
Kansas James T. Clark Rhode Island Thomas J. Westgate
Kentucky Douglas P. Sumner Tennessee Wynne E. Baker
Louisiana Charles C. Theriot Texas D. D. Holmes
Maryland Thomas J. Lantz Sr. Robert M. McAdams
Massachusetts Donald B. Holmes Virginia Robert A. Foster
Michigan John H. Higgins Stephanie S. Saunders
Minnesota Nancy Heimer Washington Robert J. Fleming
Missouri Stephen C. Del Vecchio
• Joint Trial Board: The Committee nominated the following members to serve on the Joint Trial Board for three-year terms ending 
in 2005:
David P. Boxer, New York Marilyn W. Pielech, Rhode Island
D. Michael Costello, Tennessee Joseph A. Ribaudo, Massachusetts
Joseph R. DeMario, North Carolina James N. Smith, Connecticut
Allen L. Fetterman, New York Jerome P. Solomon, Massachusetts
Kyle A. Midkiff, Pennsylvania Albert S. Williams, Colorado 
Christine A. Piche, Minnesota
• AICPA Peer Review Board: The Committee nominated the following members to fill six vacancies on the AICPA Peer Review 
Board for three-year terms ending in 2005:
Donna M. Ingram, Mississippi G. Alan Long, Kentucky
R. Leslie Johnson, North Carolina O. Creed Spann, Arkansas
Laurie A. Lee, Nevada Ralph Albert Thomas, New Jersey
The Committee will nominate the Officers, Directors and Council Members-at-Large at the Fall Council Meeting, Oct. 20-22, 2002, in 
Maui, Hawaii. No nominations from the floor will be recognized. However, independent nominations may be made by any 20 members 
of Council if filed with the Secretary by June 21, 2002, which is four months prior to the Fall Council Meeting.
The Committee will also nominate elected members of Council at the Fall Council Meeting in Maui, Hawaii. Pursuant to the bylaws, 
balloting for directly elected Council members in any state where vacancies shall arise will occur only if a contest for one or more seats 
develops as a result of submission of independent nominations to the Secretary by any 20 Institute members in the state at least four 
months prior to Oct. 20, 2002. In the absence of any contest, all such Council nominations will be declared elected by the Secretary and 
they will assume office at the Fall Council Meeting in Oct. 2002.
The Committee will also nominate at that meeting the members of the Joint Trial Board and the AICPA Peer Review Board.
Respectfully submitted,
Nominations Committee:
Pamela J. Pecarich, California 
Susan C. Rucker, District o f Columbia 
David J. Sibits, Ohio 
James L. Williams, Alabama 
George S. Willie, District o f Columbia
Kathy G. Eddy, West Virginia (Chair) 
Antonio L. Argiz, Florida 
John A. Eads, Texas 
James J. Larkin, Indiana 
Lucretia S. Mattson, Wisconsin 
Scott R. Nelson, Iowa
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A n n u a l R e p o rt o f Eth ic s  Division 
Investigation A c tivity
Jan. 1 -  Dec. 31, 2001 
Jan. 1 -  Dec. 31, 2000
The following is a statistical report from the Professional Ethics 
Division of investigation activity for the years ended Dec. 31, 
2001, and 2000. The AICPA and state CPA societies participate in 
the Joint Ethics Enforcement Program. This report includes inves­
tigations conducted by state societies resulting in findings of 
ethics code violations.
AICPA 
Ethics Division
2001 2000
Investigations open at start of period:
Active 465 474
Deferred - Litigation 155 149
620 623
Add: Investigations opened during period 300 247
920 870
Less: Investigations closed during period 252 250
668 620
Investigations open at end of period:
Active 522 465
Deferred - Litigation 146 155
668 620
Summary of Disposition of Closed Cases*
Trial Board 26 10
Settlement with Publication 30 21
Letter of Required Corrective Action 46 51
Settlement without Publication - 2
No Violation 49 82
Complaint Dismissed 40 34
Investigation Discontinued 22 19
Complied with Follow-up 23 19
Transfer/Return to State Society 2 1
Automatic Termination 8 8
No Jurisdiction 6 3
252 250
*Letters of required corrective action, settlement agreements and 
trial board decisions usually require respondents to attend certain 
CPE courses and thereafter submit examples of their work prod­
ucts for ethics division review. At Dec. 31, 2001 and 2000, there 
were, respectively, 136 and 172 case investigations being moni­
tored for CPE attendance and follow-up review.
As a result of investigations of alleged violations of the Code of 
Professional Conduct of the AICPA and/or state CPA societies, the 
following ethics cases have been resolved by settlement agree­
ment under the Joint Ethics 
Enforcement Program:
• Danford D. Milligan of Zanesville,
Ohio, suspended from membership 
in the AICPA and the Ohio Society 
of CPAs for two years, effective 
Jan. 29, 2002.
• Charles R. Perrin of Corpus Christi, Texas, suspended from 
membership in the AICPA and the Texas Society of CPAs for 
one year, effective Jan. 4, 2002.
Under the automatic disciplinary provisions of the Institute’s 
bylaws, the following members have had their AICPA member­
ships:
— Terminated because of a final judgment of conviction for a 
crime punishable by imprisonment for more than one year:
• Robert J. Machacek of Eagan, Minn., effective Jan. 9, 2002.
— Terminated following revocation of his CPA certificate and per­
mit to practice by his state board of accountancy:
• James R. Moody of Birmingham, Ala., effective Jan. 9, 2002.
Details on these disciplinary actions can be accessed through: 
www.aicpa.org/pubs/cpaltr/index.htm
Firm s  Term inated fro m  P e e r Review  P ro g ra m
Effective Dec. 10, 2001, these firms were terminated from the 
AICPA peer review program for failure to cooperate with the 
AICPA Peer Review Board. Hearing panels deemed the follow­
ing firms:
• Did not complete corrective or monitoring actions required as a 
condition of acceptance of its most recent peer review: 
Goldman Lichtenberg Wasserman & Grossman, Los Angeles.
• Did not submit overdue documents on its most recent peer 
review: S. C. Golden & Co., Metuchen, N.J.
M e m b e r Firm  Exp e lle d  fro m  S E C P S
On Dec. 17, 2001, a hearing panel of the SEC Practice Section 
Executive Committee concluded unanimously that the firm of 
Harold Y. Spector, CPA, of Pasadena, Calif., failed to obtain a 
concurring partner review on the audits of its SEC registrants in 
violation of the SEC Practice Section membership requirement, 
and that it failed to cooperate with the SECPS Peer Review 
Committee by not complying with the actions deemed necessary 
by the SECPS Peer Review Committee as a result of the firm’s 
1999 peer review. The hearing panel voted unanimously to expel 
the firm from membership in the SEC Practice Section. The effec­
tive date of the decision was Feb. 18, 2002.
disciplinary 
  actions 
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By James G. Castellano, CPA 
Chair, AICPA Board o f Directors
I have received many comments and ques­
tions lately from members and the media 
concerning the programs the AICPA has in 
place to investigate alleged audit failures and 
discipline its members. In light of these 
inquiries, I thought it would be helpful to 
describe the processes as they currently exist.
The more commonly known component 
of the AICPA’s disciplinary process is the 
Professional Ethics Division. The Division 
enforces technical and ethical standards by 
investigating and adjudicating disciplinary 
charges against AICPA members.
The lesser-known component of our 
disciplinary process is the SEC Practice 
Section’s Quality Control Inquiry 
Committee. The QCIC has been in exis­
tence since 1979, and investigates the 
implications of an alleged audit failure of a 
public company client on a firm’s quality
control system. The quality control inquiry 
process complements the peer review 
process. While peer reviews evaluate and 
test the firm’s quality control sys­
tem, no system can guarantee that 
isolated audit failures will not 
occur.
Member firms of the SEC Practice 
Section are required to report to 
QCIC all litigation alleging defi­
ciencies in the conduct of an audit of an 
SEC client within 30 days of service. The 
QCIC then investigates and analyzes the 
allegations of audit failure to determine the 
need for corrective measures by the mem­
ber firm involved, or changes in or addi­
tional guidance on generally accepted 
auditing standards or generally accepted 
accounting principles.
The QCIC does not duplicate the work 
of the courts, the Securities and Exchange 
Commission, state boards of accountancy, 
or other regulatory agencies. These other 
bodies determine whether the firm or indi­
vidual auditors were at fault and impose 
punishment, and are empowered to punish 
firms and individuals when it is appropriate 
under the law. However, the QCIC does 
make referrals to the Ethics Division if it 
believes there may be engagement person­
nel issues of significance. If a case is 
opened by the Ethics Division, certain 
actions involving firm personnel must be 
taken if the case is deferred while litigation 
or regulatory proceedings are in progress. 
Those actions involve either terminating or 
retiring the engagement partner, removing
the engagement partner from performing 
or supervising audits of public companies, 
or subjecting the engagement partner to 
additional oversight on all public company 
audits. Implementation of the action taken 
is subject to review through the peer review 
process.
All of the activities of the QCIC have 
been subject to oversight by the Public 
Oversight Board, and representatives of the 
SEC Chief Accountant’s Office review the 
QCIC’s closed case summaries. The POB 
has publicly reported on its activities as the 
primary oversight vehicle of the SEC 
Practice Section, with the SEC having 
oversight of the entire self-regulatory 
process. In light of SEC Chairman Harvey 
Pitt’s Jan. 17 announcement calling for a 
new regulatory model governing auditors 
and firms that audit SEC registrants, the 
POB recently decided to disband its activi­
ties. However, the POB staff has agreed to 
continue with its oversight activities, and 
the AICPA has also requested the staff of 
the SEC to continue its oversight during 
this transitional period.
While the AICPA believes that our pro­
grams have served the public interest, the 
AICPA supports Chairman Pitt’s regulato­
ry model of increased public participation, 
transparency, effectiveness and timeliness. 
It balances the interests of all concerned 
parties, while meeting the needs of those 
who rely on financial statements to make 
investment and business decisions.
James_Castellano@rbg.com
Wanted: Cases on Ethics and Fraud Issues
The AICPA and the AICPA Foundation are jointly sponsoring the 
creation of a Web-based collection of cases covering the topics of 
ethics and fraud, and we invite your participation in this project.
Our goal is to improve our members’ and others’ awareness, 
competence and confidence in dealing with difficult and possibly 
illegal accounting and business decisions. In addition, we hope to 
provide education to business professionals, the academic com­
munity and others on some of the ethical dilemmas that arise in 
the executive suite and how they are resolved.
Cases must present common managerial ethical dilemmas. We 
encourage cases to be based on actual events but with fictitious 
names in a style similar to the cases in the Harvard Business 
Review.
If you are interested in writing a case or if you would like to 
partner with someone who will write the case for you, contact 
Roslyn Kessler at rkessler@aicpa.org for more information. Final 
case submissions are due May 31, 2002. Compensation is avail­
able for cases accepted.
Send Us Your E-Mail Address
If you have not submitted your e-mail address to us or have 
changed  it recen tly , send your e-m ail add ress to 
memsat@aicpa.org. Indicate “e-mail address update” in the sub­
ject header field to help us process the submissions more effi­
ciently. Be sure to include your full name, and, if known, your 
membership number on the e-mail message. Be assured the 
AICPA will not sell your e-mail address to outside third parties.
chairs 
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Brokerage Window Investments in Employee Benefit Plans
For 2001 plan years, the U.S. 
D epartm en t of L abor, the 
Pension Benefit Guarantee 
Corporation, and the Internal 
Revenue Service w ill now 
allow employee benefit plans 
to report investments made through partici­
pant-directed brokerage accounts as a sin­
gle line item on the Schedule H of the 
Annual Return/Report Form 5500, rather 
than by type of asset on the appropriate 
line item for the asset category (e.g., com­
mon stocks, mutual funds). However, the 
assets must not be loans, partnership or 
jo in t-v en tu re  in te rests , real property, 
employer securities, or investments that 
could resu lt in a loss in excess of the 
account balance of the participant or bene­
fic ia ry  who d irec ted  the tran sac tio n . 
Presently, this alternative reporting feature 
for participant-directed brokerage account 
investments is available only for 2001.
This recent change creates an issue with 
investment reporting in plan financial state­
ments because GAAP requires the following:
• Identification of investments represent­
ing 5% or more of plan net assets in the
plan’s footnotes. (EBP Guide 
paragraph 3.28g).
Reporting of investment 
income by account type 
in the sta tem ent of 
changes in net assets or 
the footnotes.
Reporting of net appreciation/deprecia- 
tion by investment type in the plan’s 
footnotes. (EBP Guide paragraph 3.25a). 
In addition, plan auditors may experi­
ence difficulty in obtaining brokerage win­
dow investment information by individual 
investment categories (common stocks, 
mutual funds, employer securities, etc.) 
and brokerage window investment income 
earned by account type from plan service 
providers. In plans subject to the limited 
scope audit provisions of ERISA, the 
investment certification would only pro­
vide investment amounts in total not for the 
individual investments. However, broker­
age window investments are not considered 
a “fund” or a pooled separate account sub­
je c t to o ther rep o rtin g  requ irem ents. 
Ind iv idual investm ent in fo rm ation  is 
needed by plan administrators and auditors
for the valuation of investment assets in the 
plan and for audit testing and disclosure 
purposes in accordance with generally 
accepted accounting principles and gener­
ally  accep ted  aud iting  standards. 
Therefore, it is important for plan adminis­
tra to rs , reco rdkeepers and serv ice 
providers to maintain these records for 
audit and financial reporting purposes.
Members of the AICPA’s DOL Liaison 
Task Force will continue to work with the 
DOL as it conducts a review of this alter­
native reporting method for plans with bro­
kerage windows in an effort to determine 
whether and under what circum stances 
such method of reporting may need to be 
modified to ensure adequate information is 
provided to plan sponsors, participants and 
beneficiaries, and the DOL, PBGC and 
IRS in the future. Also, this alternative 
method of reporting of participant-directed 
brokerage window investments does not 
relieve fiduciaries from their obligation to 
prudently select and monitor designated 
plan investment options and brokers.
wfrederick@aicpa.org
Staples Becomes Latest AICPA Affinity Partner
member
Exclusive savings are in store — or more specifically, online — 
for AICPA members. Continuing a tradition of securing dis­
counts on everyday expenses, the AICPA has forged 
a new affinity partnership with Staples, the nation’s 
#1 office supply provider.
To cement the affinity partnership, Staples has 
created a dedicated, online location where AICPA 
members can access special coupons and deals that 
will be updated regularly. With the tax season nearing its end, 
now is an ideal time to re-stock and save. All members need to
do is log on to www.staples.com/AICPA2.
With its 110% price-match guarantee, which pays customers 
110% of the difference if they find a lower price 
anywhere else on a new, identical item, Staples has 
firmly established itself as a leader in low prices.
In addition to getting deals on already low prices at 
www.staples.com/AICPA2, AICPA members will 
have 24-hour access to more than 45,000 products 
and 100,000 downloadable software titles.
news
AICPA Survey Shows Incentives, Barriers to Electronic Filing of Form 990
To help assess how electronic filing of 
Form 990 is catching on among CPAs, 
the AICPA recently conducted a survey 
o f past p a rtic ipan ts o f the In s titu te ’s 
Not-for-Profit Conference. The 15-ques­
tion survey asked about incentives to 
encourage e-filing as well as barriers to 
implementation.
High among the list of incentives the 
IRS could provide to ensure participation
of electronic filing of the 990 series of 
returns were (more than one selection 
allowed): electronic acknowledgem ent 
(73.1%), electronic extension (68.5%), 
coordination with software that allows for 
direct input on form (63.9%) and elec­
tronic signature (58.3%). Among the barri­
ers cited were inadequate software coordi­
nation (58.3%) and additional processing 
time (39.8%).
More than 450 members were e-mailed 
the survey, and an impressive 24% (108) of 
them responded. Most of the respondents 
(44%) practice as employees of NPOs; 
23.1% consist of CPA firms with 1-12 
partners. The AICPA E xem pt 
Organizations Taxation Technical Resource 
Panel has been involved with the IRS to 
improve the form and encourage stake­
holders to file the forms electronically.
 regulatory 
matters 
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Codification o f Statements on Auditing  
Standards (No. 057184CPA04), as of Jan.  
1. If you perform audit and attest engage­
ments, you will quickly 
know the value of having this 
authoritative publication on 
hand. The convenient paper­
back format is perfect for 
today’s on-the-go CPA, and 
is a staple for any financial professional’s 
library.
This AICPA book, codified with all 
amendments and conforming changes as of 
Jan. 2002, gives you the most up-to-date 
data. All statements on auditing standards 
are conveniently organized so that the 
information can be located quickly and 
easily. The pronouncements are indexed by 
subject, with amendments noted and super­
seded portions deleted. New to the 2002 
edition:
• SAS No. 94, The Effect o f Information
Technology on the A u d ito r ’s
Consideration of Internal Control in a
Financial Statement Audit.
• SAS No. 95, G enerally A ccep ted
Auditing Standards.
SAS No. 96, Audit Documentation. 
Price: Dual AICPA/state society mem­
ber, $69.60; AICPA member, 
$73.95; state society member, 
$78.30; non-member, $87.
Codification o f Statements 
on Standards for Accounting 
and Review Services (No. 057183CPA04), 
as of Jan. 1. All statements in effect have 
been arranged by subject and fully indexed 
in this useful reference. This new edition 
has been updated with conforming changes 
including SSAEs Nos. 10 and No. 11.
Price: Dual AICPA/state society mem­
ber, $17.60; AICPA member, $18.70; state 
society member, $19.80; non-member, 
$22.
Codification o f Statements on Standards 
fo r  A ttestation  Engagements (No. 
057185CPA04) as of Jan. 1. All statements 
in effect have been arranged by subject and 
fully indexed in this useful reference. New 
to the 2002 edition: SSAE No. 10,
A ttesta tion  S tandards: R evision  and 
Recodification, and SSAE No. 11, Attest 
Documentation.
Price: Dual AICPA/state society mem­
ber, $17.60; AICPA member, $18.70; state 
society member, $19.80; non-member, $22.
Codified Standards Set (No. 
057182CPA04). This set includes all 3 
titles -  Codification of SAS, Codification 
of SSAE and Codification of SSARS -  at 
a special savings. Price: Dual AICPA/state 
society member, $84; AICPA member, 
$89.25; state society member, $94.50; non­
member, $105.
To order, write: CPA2Biz Customer 
Service Center, CPA04, P.O. Box 2209, 
Jersey City, NJ 07303-2209; fax, 
800/362-5066; call 888/777-7077 
(8:00 a.m. to 8:00 p.m., ET); shop 
online at www.cpa2biz.com; or e-mail 
service@cpa2biz.com. Prices do not 
Include shipping and handling. Have 
membership number ready.
Live Webcast on Planning and Performing Compilation & 
Review Engagements —  Tips and Tricks for 2002
On Friday, Apr. 26, from 1:00 p.m. to 2:55 p.m., recognized 
experts Russ Madray, CPA, and Paul Murman, CPA, will 
lead a live Webcast that will offer a complete overview of 
compilation and review engagement issues, tips on plan­
ning and performing these engagements in 2002, and 
advice on the risks involved. Get a better understanding on 
how to handle:
• SSARS 8 and the “Management Use Only” compilation.
• Controllership and litigation support services.
• Engagement communication requirements.
• Financial statements included in management consulting ser­
vices reports.
• Analytical procedures in SSARS review engagements.
• Documentation requirements for SSARS engagements.
• Effect of recently issued audit standards.
• Peer review issues.
At this live Webcast, members will be able to pose questions 
and get feedback from the presenters. To sign up online, log onto 
www.cpa2biz.com/webcasts, add the live Webcast Planning and 
Performing Compilation & Review Engagements: Tips & Tricks for
2002 to your shopping cart, or call 888/777-7077 and request 
Webcast code CPWBC042602000. Price: $79. Recommended 
CPE credits: 2.
Investment Advisory Practice Workshop Offered
Add even more value to your attendance at the AICPA Advanced 
Investment Management Conference on May 30 -  31 in Las Vegas.
Make plans to attend the “How to Set Up and Run Your Dream 
Firm - Investment Advisory Practice” Pre-Conference Workshop 
on Wednesday, May 29.
Gain valuable insight from top practitioners and experts on 
how to set up and run an investment advisory practice. Plus, 
find out how to select the right technology and research 
tools to efficiently run your practice. The workshop pro­
vides an opportunity to gain practical, revenue-enhancing 
knowledge. Recommended CPE credits: 7. For more infor­
mation or to register, call 888/777-7077 or visit 
www.cpa2biz.com/conferences.
AICPA InfoBytes Moves to New Learning Management System
The AICPA is pleased to introduce a new learning management 
system for online CPE courses, including AICPA InfoBytes and 
Learn2 Library, available through CPA2Biz. This new system 
brings you enhanced features and benefits, including:
• A single point of access for all online CPE learning purchased 
through CPA2Biz.
• Improved search capabilities and course performance.
• Enhanced user experience, including improved navigation, 
help functionality, and course exam feedback.
• An interactive CPE tracking tool to automatically track courses 
completed through the new platform, as well as the ability to 
enter and track other CPE credits.
• The ability for Firm Purchase Access Control Administrators 
to view the CPE progress of their staff.
For details, visit www.cpa2biz.com/learning.
CPE
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Uniform CPA Exam Beta Pre- 
Testing Completed
Beta pre-testing for the computer-based 
Uniform CPA Examination concluded suc­
cessfully in Jan. Adding together all four 
pre-testing sessions, 145 students partici­
pated and took 278 pre-test examination 
sections.
“Student reaction was very favorable 
across the board,” said Joanne Lindstrom, 
AICPA Pre-Test Technical Manager. “Most 
students liked using a computer, and found 
the test was simple to navigate and user 
friendly. They especially liked not having 
fill in the little ‘bubbles’ the way you do on 
a paper and pencil exam. We captured a lot 
of good feedback that will help us improve
the process even more.”
While beta session participants pre­
tested only multiple-choice questions, large 
scale pre-testing that also includes case- 
based sim ulations will begin shortly. 
Schools and CPA firms willing to adminis­
ter a pre-test version of the computer-based 
exam to motivated test-takers are still 
needed. For more information, e-mail 
jlindstrom@aicpa.org.
AICPA Members Staff USA 
Today Hotline
Congratulations and thank you to the CPAs 
who made this year’s Web-based USA 
Today tax hotline a big success. CPAs from 
across the country went online from their
offices to answer tax questions from the 
paper’s readers on Mar. 7 and 8. The paper 
added a related component this year—a tax 
chat with a CPA each Friday for the month 
preceding the hotline. Questions about the
2001 tax rebate topped the list of readers’ 
inquiries. Other questions asked by many 
taxpayers related to stock losses, charitable 
deductions and pension plans. The result­
ing coverage in the Money section of the 
newspaper on Mar. 8 splendidly showcased 
the CPA profession in a nationwide print 
publication that is read by more than two 
million Americans each day. The AICPA 
coordinates staffing of the hotline. For 
more inform ation, contact Shirley 
Twillman at 202/434-9220 or e-mail 
stwillman@aicpa.org.
New Information Security Tools & Training for AICPA Members
Secure e-commerce competencies present an opportunity for CPAs. 
Those who understand security and e-commerce are 
seeing new projects unfold. The pillars of trust that 
enable secure e-commerce include authentication, 
authorization, data integrity, privacy and non-repudia­
tion. The new Information Services Resource Center 
provides CPAs with expert guidance on procedures 
and products to capitalize on secure e-commerce.
The IS center (www.cpa2biz.com/security) addresses sending 
secure and ‘notarized’ e-mail, ‘notarized’ docu­
ments and more. The center offers discounts on 
selected products and online learning. Security is 
also an underlying theme of the AICPA Tech 2002 
Conference, being held May 5-8, 2002 in 
Washington, D.C.
IFAC Issues White Paper on Money Laundering
To help efforts to combat money launder­
ing, the International Federation of 
Accountants has released a white paper on 
the subject for dissemination to its 156 
member organizations and their 2.4 million 
accountants (www.ifac.org). The paper 
explores the role of all accountants — 
whether they act as independent auditors,
accountants in management positions or in 
any other professional capacity — in ongo­
ing public- and private-sector efforts to 
safeguard against money laundering. It also 
is designed to highlight potential indica­
tions of the crime and to increase aware­
ness of how professional obligations with 
respect to money laundering relate to and
interact with corruption and transparency, 
privacy and consumer protection and the 
professional services provided by accoun­
tants. The paper draws attention to numer­
ous risks that could lead to or reveal 
money-laundering situations and provides 
best practices to help accountants address 
those risks.
How to Request Copyright Permission from AICPA
Members and others who wish to repro­
duce content from any AICPA publica­
tion (or Web site) must first obtain 
copyright permission from the Institute. 
The most expeditious way to do so is 
through our Web site (www.aicpa.org). 
Click on the copyright symbol at the 
bottom of our homepage. Next, click on 
the resulting copyright menu link to
“Copyright Permission Request Form,” 
fill in all relevant sections of the form 
online, and click on the “Submit” but­
ton at bottom of page. You should 
receive an official AICPA permission 
agreement in the mail approximately 
one week later.
In most cases, a modest fee will be 
charged for requested copying privi­
leges. The fee schedule (including fee 
exceptions) is also available on our 
Web site (go to copyright menu link, 
then click on “Copyright Permission 
Fee Schedule” link).
  www.aicpa.org; “copyright” 
  symbol at bottom
  201/938-3245 to check status of 
  submitted request
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Consumers Demand Companies Do More to Protect Their Privacy; Want 
Privacy Independently Verified: AICPA/E&Y Post-Sept. 11 Survey
Results of a recent Harris Interactive survey conducted for 
Privacy & American Business, a think-tank devoted to business 
privacy issues, and sponsored by the AICPA and Ernst & Young 
show most consumers still do not trust companies to handle their 
personal information properly. However, independent verification 
of company privacy policies is the single business action that 
would satisfy almost two out of three consumers (62%). In fact, 
84% think such verification should be “a requirement” for com­
panies today.
The top three concerns consumers express are that companies 
will share their information without permission (75%); that their 
transactions may not be secure (70%); or that hackers could steal 
their personal data (69%).
Strong majorities want companies to communicate and follow 
good privacy policies. However, because trust in companies is 
low, the survey reveals that having a company’s privacy practices 
verified by a third party would lead more than 9 in 10 consumers 
(91%) to say they would do more business with such a firm.
The survey also identifies the most important elements con­
sumers want verified: adequate security procedures (90%), no 
release of personal data without permission or unless required by 
law (89%); limited access within the company (84%); collection 
of only customer information that a company’s privacy policies
say it is collecting (84%); and use and sharing of information 
only according to stated privacy policies (81%).
“The AICPA, on behalf of its members, sponsored this 
research to better understand consumer preferences and concerns 
about privacy,” said Anthony Pugliese, vice president of member 
innovation at the AICPA. “Having this information enables CPAs 
to advise businesses about the opportunities and risks associated 
with privacy.”
Privacy initiatives are a priority of Pugliese’s team and aim to 
develop strategies that establish the AICPA as an important par­
ticipant in the public policy debate around privacy and the CPA 
profession as a key privacy resource in the business community. 
The main strategies to achieve this mission are to create a privacy 
framework, educate key stakeholders, gain market 
permission/recognition, develop third-party outreach, and develop 
product tools and services to meet client needs. The Enterprise- 
Wide Privacy Task Force was formed in Dec. 2001 to develop a 
comprehensive new assurance service addressing the complete 
privacy needs of business and complementing the WebTrust 
Online Privacy service.
emackler@aicpa.org
ADDRESS SERVICE REQUESTED
American Institute of Certified Public Accountants, Inc. 
1211 Avenue of the Americas, New York, N.Y. 10036-8775
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XBRL International, a 140-member consortium 
of leading companies (including founding 
member AICPA, which started the XBRL 
movement) developing XML-based business 
reporting standards, has announced that more 
organizations are using its extensible Business 
Reporting Language (visit 
www.XBRL.org). Preparers and 
users of financial information can 
now exchange XBRL across all 
software and technologies to pro­
vide greater efficiencies in the 
global capital markets.
Deutsche Bank, one of the world’s largest 
financial services institutions, has begun using 
XBRL to process loan information and stream­
line its credit analysis process. Deutsche Bank’s 
adoption of XBRL follows closely on the 
announcement by Bank of America that it has 
begun to pilot XBRL for the same purpose in 
the United States.
The Australia Prudential Regulation 
Authority recently became the first banking 
regulator in the world to use XBRL to monitor 
the financial well being of 12,000 Australian
technology
super funds, insurers and banks required to 
report to APRA on a regular basis. APRA is 
sharing this data with the Australian Bureau of 
Statistics and the Reserve Bank of Australia for 
benchmarking and trend analysis. In the U.S., 
the Federal Deposit Insurance Corporation 
recently announced its desire to 
use XBRL for regulatory report­
ing in the near future.
In other adoption news, Reuters 
and Microsoft announced that 
they have published their finan­
cial statements using XBRL. By 
publishing financial statements in XBRL, 
Reuters and Microsoft provide easier access to 
their company’s financial data and more effi­
cient analysis capabilities to investors, analysts, 
accountants, regulators and others in the finan­
cial information supply chain. Furthermore, 
General Electric has announced that its 
Corporate Tax Department will use XBRL to 
simplify and speed its tax reporting processes. 
Use of the technology will enable GE to more 
efficiently coordinate and consolidate financial 
information from its global subsidiaries.
Student Recruitment Campaign 
Wins Two Awards
The AICPA’s “Start Here. Go Places.” CPA stu­
dent recruitment campaign won two notable 
industry awards recently. Presented to the “best 
of the best” in promotion marketing for a par­
ticular year, the “REGGIE” Awards are issued 
by the Promotion Marketing Association -  the 
leading nonprofit association that represents the 
promotion marketing industry.
The AICPA, along with its agency,
Wunderman, were awarded the “REGGIE” for 
the combined, multimedia Burly Bear college 
student promotion and the MP3/Scholastic high 
school promotion in two separate categories 
(The CPA Letter, Dec. 2001). In the category of 
new media, we won the silver award (BMW of 
North America came in first place) and in 
multi-partner promotion, we took third place 
(Walt Disney/Buena Vista Marketing Group 
won the gold for “Monsters, Inc.,” and 20th 
Century Fox was given silver for 
“Moulin Rouge”).
Send Us Your E-Mail Address, 
Receive “AICPA News Update”
If you have not submitted your e-mail address 
to us or have changed it recently, send your e- 
mail address to memsat@aicpa.org. Indicate “e- 
mail address update” in the subject header field 
to help us process the submissions more effi­
ciently. Be sure to include your full name, and, 
if known, your membership number on the e- 
mail message. Be assured the AICPA will not 
sell your e-mail address to outside third parties. 
Providing your e-mail address enables you to 
receive “AICPA News Update,” a new elec­
tronic publication that focuses on Enron-related 
developments and other professional news.
May 2002 Vol. 82 No.4 
A News Report to Members
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Change in Product Order Billing 
Policy for AICPA Members
So that we may continue to provide high- 
quality customer service in the most effi­
cient manner possible, as of June 1, 2002, 
payment by check or credit card will be the 
only accepted methods of payment for 
product orders totaling $300 or less. This 
new policy applies to all orders placed via 
phone or mail. AICPA members may con­
tinue to use the “bill me” option for all 
standing orders and for product 
orders totaling more than $300.
When ordering products online at 
www .cpa2biz.com , credit card 
remains the only accepted method 
of payment.
Members May Nominate Public 
Service Award Recipients
Many individuals within the CPA profes­
sion dem onstrate outstanding public 
service in their immediate communities as 
well as at the regional and national levels. 
Their efforts often have gone far beyond 
their careers and have contributed signifi­
cantly to the well being of others.
To help recognize CPAs who have 
distinguished themselves in public service, 
the profession confers the Public Service 
Award. Recipients of the annual Public 
Service Award are honored by each state 
CPA society that participates in the awards 
program. Each state’s winner of the Public 
Service Award is then eligible for partici­
pation in the AICPA’s Public Service 
Award. In addition, the AICPA now 
accepts individual nominees directly from 
its members. A single winner at the 
national level is chosen from the entire 
pool of award nominees.
All nominees are requested to provide 
their service history following a predefined 
format. The information requested of nom­
inees emphasizes the following aspects of 
public service: leadership, impact the 
service has made in the community, time 
and effort expended and whether the
service or program is unique in any way.
The range of activities considered pub­
lic service is endless. Recent activities 
have included traditional public service via 
such organizations as the Chamber of 
Commerce, United Way, Rotary and 
Kiwanis Clubs. More often, however, the 
nominees have been leaders in less tradi­
tional areas, such as health care and dis­
abilities, urban development initiatives and 
housing, education, youth programs, and 
cultural activities. Professional services 
related to accounting organizations 
are not considered in determining 
the award winner.
The AICPA’s Awards Committee 
narrows the field of nominees to 
three finalists who are then judged 
by three judges independent of the 
AICPA to determine a single national 
winner of the award. This national winner 
is then recognized at the Spring Meeting of 
Council.
For more information regarding the 
AICPA’s Public Service Award, call Luz 
Perez at 212/596-6113 or e-mail 
lperez@aicpa.org.
“CPA” Logo Golf Balls, Shirts 
Help Promote the Profession
Members’ use of the “CPA” logo on busi­
ness and promotional material increases 
the visibility of the profession’s designa­
tion and reinforces the messages of the 
national image enhancement campaign. 
Among the gifts and giveaways available 
featuring the profession’s logo and/or 
tagline are Titleist DT distance golf balls 
and golf shirts, travel mugs and visors— 
popular summer items.
To purchase these or other logo 
products, use the CPA A ccessories 
Collection order form that appears on 
page 5 of this newsletter (the form may be 
photocopied). Be advised that the 
d istribu tion  com pany does not have 
copies of the order form. You may 
also obtain the item s through 
www.biggameamerica.com/cpa.html.
Practice Alert 2002-02 on Use 
of Specialists Released
To assist auditors in understanding their 
responsibilities both with respect to the use 
of specialists who have been engaged or 
employed by the audit client and the use of 
specialists engaged or employed by the 
audit firm, the Professional Issues Task 
Force has issued Practice Alert 2002-02, 
“Use of Specialists.”
The alert is included in copies of this 
newsletter being mailed to members in 
public accounting. Members in other 
segments wishing to obtain a copy should 
visit www.aicpa.org/pubs/cpaltr/index.htm 
or dial 201/938-3787 from a fax machine 
and key in document no. 1566.
CPA Letter Supplements 
Available
To obtain any of the member-segment 
supplements produced this month with 
The CPA Letter:
  Dial 201/938-3787 from a fax 
machine and key in document nos.: 
large firm s, 1558; medium firms, 1559; 
small firm s, 1560; business & industry, 
1561; internal audit, 1562; government, 
1563; education, 1564
www.aicpa.org/pubs/cpaltr/index.htm
PUBLIC MEETING NOTICES
For detailed agendas, dial 201/938-3787 
from a fax machine and key in document no. 
1206 two weeks prior to these meetings.
Accounting Standards Executive 
Committee: June 11-12, New York; July 
25-26, Toronto, Ontario 
Auditing Standards Board: June 4-6, 
New York
Other Meetings
Peer Review Board: Aug. 11-12, Dallas
The CPA Letter (ISSN 0094-792x) May 2002, is published monthly, except bimonthly Feb./Mar. and July/Aug. Publication and editorial 
office: 1211 Avenue of the Americas, New York, NY 10036-8775, 212/596-6200. Periodicals postage paid at New York, NY and at additional mail­
ing offices. Copyright © 2002, American institute of Certified Public Accountants, Inc. Postmaster: Send address changes to The CPA Letter, Circ. 
Dept., Harborside Financial Ctr., 201 Plaza Three, Jersey City, NJ 07311-3881. The CPA Letter— Online is available at http://www.aicpa.org.
Geoffrey L . Pickard, Wee President— Communications Ellen J. Goldstein, Editor e-mail: egoldstein@aicpa.org
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An Update on Enron Fallout
In our continuing effort to keep members informed of 
developments resulting from the fallout of Enron 
Corporation’s bankruptcy, we are providing the following 
report.
Legislation
With more than 40 legislative proposals being debated in 
Congress stemming from Enron’s collapse, AICPA Chair of the 
Board Jim Castellano told the Senate Banking Committee in Mar. 
that the value of any new public policy affecting the accounting 
profession must be assessed against a public interest test that asks 
four basic questions: (1) Will it help investors make informed 
investment decisions?, (2) Will it enhance audit quality and the 
quality of financial reporting?, (3) Will it help maintain confi­
dence in the capital markets, our nation’s financial reporting sys­
tem and the accounting profession?, and (4) Will it be good for 
America’s financial markets and economic growth?
Four initiatives that pass this four-point test, and therefore are 
supported by the AICPA, are ones to create a new private sector 
regulatory body for public company auditors, reform the financial 
reporting process to make it more timely and provide a broader 
“bandwidth of information,” establish new rules for corporate 
governance, and support corporate truthfulness. The AICPA has 
pledged its support for these initiatives to Congress and the 
Securities and Exchange Commission.
CPA Message Ad
National print and radio advertisements began running in early 
Mar. to spread our message that CPAs continue to protect the 
public interest and serve the needs of employers and clients 
each and every day across the country. A number of state 
CPA societies placed the ads locally.
Members joined in by reprinting the ad and including it with 
tax returns being mailed to clients or with other correspon­
dence, framing it for display in public areas, or providing copies 
in lobbies or reception areas. Some are placing the ad in local 
newspapers while others are running the radio ad.
Media Relations
In addition to serving as a resource for the media, we have 
stepped up our outreach effort through “editorial board meetings” 
with key national publications, such as Fortune, The Wall Street 
Journal, BusinessWeek, etc. AICPA Chair Jim Castellano and 
AICPA President & CEO Barry Melancon, and other leaders of 
the profession, have been participating in these editorial board 
meetings, the purpose of which is to help assure that our positions 
on various legislative proposals and other issues are clearly com­
municated.
Keep Informed
Stay tuned to future issues of The CPA Letter for more on future 
developments. Members are encouraged to visit www.aicpa.org 
frequently for timely information and updates as well.
AICPA Group of 100 
Seeks New Members
The AICPA’s Group of 100 is a prestigious 
cross-functional group of members from 
various segments of the profession. The pur­
pose of the group is to uncover and prioritize 
emerging issues, capturing the “hottest” 
issues and market opportunities so that the 
profession can rapidly respond with appro­
priate actions.
Members of G100 are selected from the 
different work environments of CPAs. 
Typically, those accepted for membership 
will possess strong leadership skills and 
have a broad business perspective. Important 
personal attributes include enthusiasm, flexi­
bility, innovative and creative thinking abil­
ity, insight and judgment. We are particu­
larly interested in achieving balanced repre­
sentation with respect to gender, age and 
race.
All members of G100 must have 
Internet access and an e-mail address in 
order to participate. It is anticipated that the 
group will have one meeting during the 
2002/2003-year on Nov. 7 and 8, 2002, in a
central location. Approximately half of the 
new appointees will serve for one year, and 
half will serve for two years.
Those interested in joining G100 
should apply by June 1 at 
http://volunteers.aicpa.org/apply. Be sure to 
attach a resume. Acceptances will be 
announced late this summer.
  Robert P. Rainier, rrainier@aicpa.org
Members Offered 
Airline, Car Rental 
Discounts
The AICPA has a special agreement with 
Carlson Wagonlit Travel—The Leaders 
Group, to assist you with travel arrange­
ments (call 800/345-5540). If you prefer 
to make your own travel plans, mention 
the participating airline’s reference num­
ber to take advantage of deeply dis­
counted “Zone Fares” that do not require 
a Saturday night stay over. These fares 
are available on all flights but are inven­
tory controlled and require a one-night 
minimum stay. Some restrictions may
apply, including which AICPA-sponsored 
events are eligible for discounts. Airline 
and car rental discounts are available 
only when you or your travel agent book 
through the 800 number.
We strongly advise you confirm your 
conference registration and hotel reserva­
tion prior to making your travel plans. 
The AICPA is not liable for any penalties 
incurred if you cancel or change your air­
line reservations. Rates are subject to 
availability. A transaction fee will apply 
with every Leaders Group reservation.
Airline and Car Rental 
Information
American Airlines: 800/433-1790,
Index #9375
Continental Airlines: 800/468-7022,
Reference Code #N46PR1
Delta Airlines: 800/241-6760,
File #182620A
United Airlines: 800/521- 4041, 
Meeting ID #500TJ 
Hertz Car Rental: 800/654-2240, 
CV#021H0005 (for AICPA member discounts)
newsupdate
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By James G. Castellano, CPA 
Chair, AICPA Board of Directors
When I assumed the position of Chair of 
the AICPA Board of Directors in Oct.
2001, none of us had an inkling that we’d 
soon be living in one of the most historic 
times for our profession. Recent large and 
highly publicized breakdowns in the finan­
cial reporting process have caused us to 
step back, to assess the root causes of these 
breakdowns, and to put forth meaningful, 
and in some cases unprecedented, 
proposals for change. All stakeholders in 
the financial reporting process must 
undergo a similar self-assessment if real 
reform is to be achieved.
The AICPA has advanced a series of 
proposals for meaningful reform and has 
communicated these proposals to Congress 
in testimony at several congressional hear­
ings. Among our proposals is one calling 
for reform of the financial reporting model.
I want to explain why we advocate 
reforming the financial reporting model. 
Simply put, so that investors will have bet­
ter information, allowing them to make 
better informed investment decisions. Yes, 
auditing, our quality monitoring and disci­
plinary processes can be improved, and we 
are improving them. But the highest qual­
ity auditing will be of declining value if the
relevance of the underlying information 
being audited does not retain its value to 
investors, creditors and management.
The AICPA was among the first to call 
for reform of the financial reporting model 
when it formed the Special Committee on 
Financial Reporting, which published a 
report of its recommendations in 1994. The 
com m ittee’s research on the needs of 
investors and creditors indicated that they 
have many unmet information needs. It 
described needs that go far beyond what is 
required by the current financial reporting 
model. In fact, to capture the idea of 
reporting non-financial information, the 
report adopted the broader term “business 
reporting.” The report contained an 
illustrated, comprehensive model of busi­
ness reporting designed by the special 
committee as well.
Business reporting is broader than 
financial statements. The special commit­
tee reported that a broader business 
reporting model would:
• provide more information about 
plans, opportunities, risks and 
uncertainties;
• focus more on the factors that 
create longer-term  value, 
including non-financial mea­
sures indicating how key business 
processes are performing; and
• better align inform ation reported 
externally with the information reported 
internally to senior management to 
manage the business.
The special com m ittee’s business 
reporting model was not lim ited to 
financial statements, although it at all 
times includes them.
In its 1996 report on the accounting 
profession, the General Accounting Office 
reported on the need for a comprehensive 
reporting model. The report said “much of 
the information used today for business 
decisions is outside the traditional financial 
statements and therefore is unaudited.”
Calls for reform have come from many dif­
ferent sources, including nonaccountants. 
They include economist Robert E. Litan, 
Director of the Economic Studies Program 
of The Brookings Institution, and attorney 
Peter Wallison of the American Enterprise 
Institute, both of whom testified before the 
Senate Banking Committee in Mar. on the 
subject. Litan and Wallison co-authored 
the report, “The GAAP Gap; Corporate 
Disclosure in the Internet Age,” in which 
they call for a new framework for corpo­
rate disclosure.
To its credit, the Financial Accounting 
Standards Board has been gathering data to 
enable it to address the calls for reform. 
Over the past year, the AICPA has been 
approached by a number of organizations 
that claim to have the solution to the need 
for better disclosure. Rather than work 
with one organization, the AICPA and the 
Canadian Institute of Chartered 
Accountants have established the Value 
Measurement and Reporting Collaborative 
(VMRC) to allow the various stake­
holders from around the world to 
work together to determine the best 
methodologies for value measure­
ments and the resulting business 
reporting.
Many studies have been conducted on 
the subject of reforming the financial 
reporting process, but the climate for 
change is now right. Recent breakdowns in 
the process have highlighted the critical 
need for investors to have better informa­
tion. While there are clearly barriers to 
achieving meaningful improvements to the 
financial reporting model, the AICPA is 
committed to working with the FASB, the 
Securities and Exchange Commission and 
other stakeholders in the process to 
increase the relevance of information so 
that investors can make better informed 
investment decisions.
James_Castellano@rbg.com
Trust Services Task Force to Issue Exposure Draft on 
SysTrust/WebTrust Harmonization
Charged with continuing development of 
innovative products and services in sys­
tems assurance and reliability, the Trust 
Services Task Force is harmonizing the 
principles and criteria of SysTrust and
WebTrust to create a uniform set of prin­
ciples and criteria. An exposure draft of 
the revised principles and criteria is 
expected to be released in early May 
(www.aicpa.org/exposure/harmoniz.htm).
These activities are part of a larger effort to 
clarify and explain what Trust Services are 
and how to perform and report on them.
  Karyn Waller, kwaller@aicpa.org
c hair's 
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CPA Accessories Collection
Price: $30.00......... ...................................
Lee Crossgrain Heavyweight Crewneck Sweatshirt 
Colors: Athletic Grey Only 
Sizes: S,M,L,XL,XXL
Price: $30.00
Ladies Cross Creek Cool Knit Poio 
Colors: Black or Putty 
Sizes: S,M,L,XL
Price: $30.00
Men's Cross Creek Cool Knit Polo 
Colors: Black or Putty 
Sizes: S,M,L,XL,XXL
Price: $23.00
Ladies Micronylon Tote Bag 
15"L x 17"H x 7.5"W 
Colors: Black only
Price: $44.00
Ladies Micronylon Compartment Bag 
18"L x 14"H x 4.5"W 
Colors: Black only
Price: $20.00
Ladies Clip on Brushed Cotton Visor 
with Removable Ball Marker 
Colors: Black or Putty 
One Size Fits All
BIG GAME 776 Bay Road Hamilton, MA 01982 Web site: www.biggameamerica.com/cpa.htm! e-mail: kbrophy@attbi.com__________ _______
Tel. (978) 468-9759 
SHIP TO:
Name_________________
Fax (978) 468-9758 Item Color Size Quantity Total Price
Price: $38.00/doz.
Titleist DT Distance Golf Balls
Price: $22.50/doz....................
Top Flite XL Distance Golf Balls
Price: $2.80
1/2“ Die-Cast Metal Lapel Pin
Post Back (Item l-P) or Safety Back (Item l-S)
Price: $15.00
100% Cotton Twill Hat. Pre-Curved Visor 
Colors: Black or Khaki 
One Size Fits All
Price: $13.00
Stainless Steel Travel Mug
Price: $35.00
Deluxe Expandable Saddle Bag
Firm or Organization
Street Address*
City_______________ State. Zip
Commercial □  
Phone ( )
Residential □
Shipping & Handling Charges
These charges are in addition to the final sale price of the ordered items.
Order Amount S&H Charges Order Amount S&H Charges
Up to $5.00 $3.67 $60.01-$80 $9.75
$5.01-$20 $4.75 $80.01-$100 $10.75
$20.01-$40 $5.75 $100.01-$250 $15.75
$40.01-$60 $7.75 Over $250 7%  of order
Allow 4-5 weeks for delivery Overseas please add $10 UPS Ground Trac Delivery
Paid By:
□  Check □ Money Order
□  MasterCard □  Visa
Total Amount 
*Shipping Charges
**5% MA only Sale s  Tax
(not on food or clothes)
charge card number 
Signature_________
exp. date
NO P.O. BOX, PLEASE CPA O R D E R  FORM
*Shipping Charges Order Amount 
**Sales Tax: Only on non-clothing/ 
non-food items with MA as the 
delivery destination 
Make Checks Payable to: 
Big Game Outfitters
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AICPA Board of Directors Approves Strategic Plan for International Activities
In Feb., the AICPA Board of Directors 
approved a strategic plan for AICPA inter­
national activities. It is the first and only 
such plan supported by the board. The 
strategic plan, developed by the AICPA’s 
International Strategy Committee, is 
available at www.aicpa.org/inter/interna- 
tional.htm.
Scope of the Strategic Plan
The committee believes that strong inter­
national standards in accounting, auditing 
and assurance, ethics and quality control, 
together with a strong foundation in educa­
tion and training, constitute the bedrock of 
the profession on which new products and 
services can be built. It is for this reason 
that the committee developed strategies 
and related initiatives to enhance the 
international processes of standard setting 
and oversight over the quality of 
professional performance, discipline and 
education.
Furthermore, assurance and information 
integrity were among the top five core ser­
vices identified in the 1998 AICPA Vision 
Process. The strategic plans and initiatives 
set forth in this international strategic plan 
focus on these core services from a global 
perspective.
Objectives, Initiatives, Actions
The document begins with a vision of the 
future of the worldwide accountancy pro­
fession and of the U.S. environment. The 
overall strategic objective stated in the plan 
is to significantly enhance the role and 
influence of the AICPA in the develop­
ment and evolution of a worldwide 
accountancy profession responsive to the 
demands of a global marketplace. To 
achieve that objective requires increased 
communication about the AICPA’s efforts 
internationally and increased focus by 
committees on international issues.
Sections on accounting standards, audit­
ing and assurance standards, ethics stan­
dards and assuring the quality of global 
practice then follow. A vision of each of 
these four areas is given, along with the 
strategic objectives necessary to achieve 
each vision. Initiatives and action plans 
support the strategic objectives. The plan 
concludes with a summary of all strategic 
objectives.
The Future
The strategic plan is an important step 
toward continuing the development of an 
international focus within the AICPA so 
that it is in a position to facilitate and sup­
port the globalization of member activities. 
Because of the fast-moving pace of global­
ization, the committee has recommended 
that the AICPA monitor and update its 
strategic plan for international activities on 
at least a three-year basis.
Herb Finkston, hfinkston@aicpa.org
Venture to Hong Kong for 16th World Congress of Accountants
The 16th World Congress of Accountants 
will be held in Hong Kong on Nov. 18-21. 
The World Congress, held every five years, 
is the largest international event for the 
accounting profession. Moreover, this is the 
first time that this prestigious event is to be 
held in the Chinese territory where business 
leaders and accountants from different parts 
of the world will meet and exchange views 
on areas of both international and regional 
interest. Several thousand delegates are 
expected to attend.
The theme for the Congress is
“Knowledge-Based Economy and the 
Accountant.” The Congress program will 
consist of plenary sessions and concurrent 
workshops. Plenary sessions will explore 
such topics as “Surviving and Thriving in a 
Knowledge-Based Economy” and 
“Redefining the Accountant for the 21st 
Century.” Workshops will focus on a wide 
range of issues, including corporate gover­
nance, technology, ethics and auditor inde­
pendence, small and medium practitioner 
perspectives, and international accounting 
standards. Speakers will include China and
Hong Kong Special Administrative Region 
senior government officials, multi-national 
CEOs and CFOs, world-renowned acade­
mics, regulators and leaders of the account­
ing profession.
In addition, the Congress will feature 
more than 100 exhibitors from the accoun­
tancy, finance, academic, telecommunica­
tion and information technology fields.
For details, visit the Congress’s official 
Web site at www.wcoa2002.com, call the 
Congress Secretariat at 852-22877228 or e- 
mail info@wcoa2002.com.
As a result of decisions by hearing panels of the Joint Trial Board, 
the following members have had their AICPA memberships:
—Terminated:
• Michael T. Brigante of Hillsborough, N.J., effective 
Mar. 21, 2002.
—Admonished:
• Robert C. Rape of DeBary, Fla., effective Mar. 21,
2002.
—Suspended for six months:
• Clifford B. Ain of Aventura, Fla., effective 
Dec. 7, 2001.
As a result of acceptance of a guilty plea by the Joint Trial 
Board, in lieu of a hearing, the following member has had his 
AICPA membership:
—Terminated:
• Donald D. Deardoff of Phoenix, Ariz., effective Mar. 25, 2002. 
Under the automatic disciplinary provisions of the 
Institute’s bylaws, the following members have had their 
AICPA memberships:
—Terminated because of final judgments of conviction 
for crimes punishable by imprisonment for more than 
one year:
• Steven Battino of Syosset, N.Y., effective Feb. 26, 2002.
—Suspended following suspension of his CPA certificate, license 
and/or permit by his state board of accountancy:
• Steven P. Speaks of Trumbull, Conn., effective Feb. 12, 2002.
Details on these disciplinary actions can be accessed through: 
  www.aicpa.org/pubs/cpaltr/index.htm
disciplinary 
  action 
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New Edition—Understanding Business 
Valuation, 2nd Edition  (No. 
056600CPA05), by Gary Trugman. The 
new, second edition of Understanding 
Business Valuation: A Practical Guide to 
Valuing Sm all to M edium -Sized  
Businesses takes up where the original 
left off in bringing real-world experience 
and simplification to what is a technical 
and complex area of practice.
This edition updates all the important 
information in the first edition regarding 
engagement letters, data gathering, valua­
tion approaches and report writing. It also 
contains six new chapters: BV in estate 
and gift taxation, divorce litigation, share­
holder disputes, economic damage analy­
ses, reasonable compensation and valua­
tion of professional practices.
A CD containing countless forms and 
checklists, including such new forms as 
C onflict-of-interest Verification and 
Mutual Retained Business Valuation 
Retainer Agreement, as well as checklists 
and worksheets for guideline companies 
and complete sample reports for use as 
templates is provided.
Prices: Dual AICPA/state society 
member, $99.20; AICPA member, 
$105.20; state society member, $111.60; 
non-member, $124.
New Standards, New Services: 
Implementing the Attestation Standards
(No. 006601CPA05). Attestation stan­
dards provide the guidelines for engage­
ments that offer credibility on information 
other than historical financial informa­
tion. In general, attestation engagements 
may be appropriate when the subject mat­
ter of the engagement is non-financial,
Emergency Business Planning: Are You 
Prepared for Disaster? Learn how you 
can effectively respond to emergencies 
that threaten to put you or your clients out 
of business. This new AICPA CPE self- 
study course is a step-by-step guide to 
ensuring business survival. It is based on 
industry standards and best practices as 
formulated by the Business Continuity 
Institute and Disaster Recovery Institute 
International. No. 731160CPA05. Format: 
Text. Level: Intermediate. Recommended 
CPE credit: 7. Prices: Dual member, 
$119.20; AICPA member, $126.65; state 
society member, $134.10; non-member,
non-historical, or the responsibility of 
another party—one who is not your client.
This new practice aid from the AICPA 
guides you through the implementation 
process and gives you information on 
how to build your engagement process 
around the standards. In addition, get the 
thorough understanding of 
the new standards needed 
to effectively and effi­
ciently perform  these 
engagements.
Prices: Dual member,
$45.60; AICPA member, $48.45; 
state society member, $51.30; 
non-member, $57.
A CPA’s Guide to Accounting, Auditing 
and Tax for Construction Contractors, 
2nd Edition (No. 091012CPA05). Here is 
the definitive resource — complete with 
information on the specialized requirements 
that affect contractors — that is perfect for 
CPAs in public practice and in the construc­
tion industry. Based on the AICPA’s best­
selling CPE self-study course, this newly 
revised guide covers everything from 
GAAP accounting methods to auditing and 
review services performed by outside CPAs 
and important tax rules for contractors.
Prices: Dual member, $36; AICPA 
member, $38.25; state society member, 
$40.50; non-member, $45.
Updated— The CPA’s Handbook o f  
Fraud & Commercial Crime Prevention
(No. 056504CPA05). A valuable hand­
book designed to help you manage the 
risks of fraud, reduce your liability expo­
sure and deal with security risks. It is a 
key tool for controllers responsible for
identifying and responding to fraud in the 
workplace as well as public practitioners 
advising clients about comprehensive 
fraud and security threats and crisis man­
agement. Leading fraud prevention pro­
fessionals from the firm of Kroll 
Worldwide offer proven guidance to com­
bat fraud, focusing on effective 
prevention and sophisticated 
 detection.
 Special Bonus—Business-Sector 
Prevention C hecklists on 
D is k -contains a ready-to-use 
toolkit of fraud vulnerability grids that 
you can adapt for your organization’s 
needs. Free Report on Fraud newsletter 
covers and explains the latest fraud 
schemes from around the world.
The CPA’s Handbook o f Fraud and 
Commercial Crime Prevention is updated 
annually. Updates are sent to you auto­
matically for you to use during a 60-day 
trial period — if you are not completely 
satisfied, simply return them with no 
obligation.
Prices: Dual member, $180; AICPA 
member, $191.25; state society member, 
$202.50; non-member, $225.
To order, write: CPA2Biz Customer 
Service Center, CPA05, Harborside 
Financial Center, 201 Plaza Three, P.O. 
Box 2209, Jersey City, NJ 07303-2209; 
fax 800/362-5066; call 888/777-7077 
(8:00 a.m. to 8:00 p.m., ET); shop online 
at www.cpa2biz.com; or e-mail ser- 
vice@cpa2biz.com. Prices do not 
include shipping and handling, or sales 
tax if applicable. Have membership 
number ready.
$149.
Videocourses from Popular Webcasts: 
SFAS 141 and 142 Implementation 
Series.
1. SFAS 141 and 142: Auditing 
Requirements and Valuation 
Issues in Financial Reporting 
(No. 181140CPA05)
2. A Case Study of a Business 
Com bination Under SFAS 141 
(No. 181130CPA05)
3. A Case Study of Testing for 
Impairment Under SFAS 142 (No. 
181135CPA05)
Format: One 120-min VHS tape/packet 
for each course. Level: Basic. 
Recommended CPE credit: 2 each 
course.
Prices: All three (save over 25%): 
Dual member, $108; AICPA mem­
ber, $115.60; state society member, 
$122.40; non-member, $136. Each 
course: Dual member, $48.80; 
AICPA member, $51.85; state society 
member, $54.90; non-member, $61.
888/777-7077
www.cpa2biz.com
n o w
available
CPE 
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AICPA Instrumental in IRS Decision to Allow 
Charities to Acknowledge Contributions by 
E-Mail
The AICPA Exempt Organization Taxation Technical 
Resource Panel was instrumental in obtaining Internal 
Revenue Service approval for charities to provide written 
acknowledgement of charitable contributions by e-mail (see 
newly released Publication 1771, “Charitable Contributions — 
Substantiation and Disclosure Requirements”), which is available 
on the IRS Web site (www.irs.gov) but not yet available in print.
In a letter to the IRS, the panel recommended that tax exempt 
organizations be permitted to issue the required acknowledge­
ments regarding the deductibility of contributions electroni­
cally. It suggested that a notice containing the required 
language which is displayed in printable form on an 
organization’s Web page or transmitted by e-mail should be 
treated as adequate documentation for tax purposes.
Lisa Winton, lwinton@aicpa.org
AICPA Practitioners Symposium. June 3-5, 2002, Las Vegas. 
Recommended CPE: Up to 33 credits. Address all your training 
needs in this high-quality and cost-effective symposium. Receive 
the technical and managerial expertise of partners, sole practition­
ers and shareholders of CPA firms of all sizes. You 
will discover what’s new in accounting and auditing, 
firm management, technology, personal and profes­
sional development. Plus, learn how to provide more 
value-added services, such as niche practices, 
perform ance measures, investm ent advisory 
services, technology consulting and retirement planning. For more 
information or to register, visit www.cpa2biz.com/conferences.
conferences
AICPA National Not-for-Profit Industry Conference. June 
13-14, Washington, D.C. Recommended CPE: Up to 24 credits. 
One of the most popular AICPA events, this conference offers 
advanced and in-depth technical training on the key not-for-profit 
accounting, auditing, tax and management issues.
It is ideal for experienced audit and tax practitioners 
as well as not-for-profit financial managers because 
it provides up-to-date information on the latest 
regulatory guidelines and industry innovations. 
For more inform ation or to register, visit 
www.cpa2biz.com/conferences.
ADDRESS SERVICE REQUESTED
American Institute of Certified Public Accountants, Inc. 
1211 Avenue of the Americas, New York, NY. 10036-8775
The CPA Letter
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A News Report to Members
House Passes Bill to Change 
Regulation of Accounting Profession
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Important Notice
The CPA Letter is conduct­
ing a readership survey this 
month. If you are among the 
members randomly selected 
to complete the survey, we 
encourage you to do so. The 
survey results are critical in 
helping us meet members’ 
information needs.
The House of Representatives passed H.R. 
3763, the Corporate and Auditing Accountability, 
Responsibility, and Transparency Act of 2002, 
by a vote of 334-90 with broad 
bipartisan support. The bill would impose 
unprecedented and rigorous reforms in 
the discipline and oversight of the accounting 
profession.
Self-regulation has been part of our 
profession for nearly 110 years, but the 
AICPA appreciates that the times call for 
special measures to maintain investor confi­
dence. Therefore, the Institute will work
cooperatively to move to the new independent 
regulatory body mandated by the bill.
The bill affects auditors of public 
companies’ financial statements and also 
would impose a variety of requirements on 
public companies to protect the public and 
enhance transparency. The Public Regulatory 
Organization (PRO) that H.R. 3763 creates 
would, under the oversight of the Securities 
and Exchange Commission, assume the disci­
plinary and peer review functions for auditors 
of public companies’ financial statements. The 
bill includes provisions that charge the SEC 
continued on page 3
AICPA Takes Enforcement Seriously
As the various investigations into the collapse 
of Enron move forward, many members are 
asking what steps the Institute is taking to 
discipline those who may have violated its 
Code of Professional Conduct. After all, every 
member, regardless of place of employment, 
must adhere to strict ethical requirements 
and comply with the accounting and 
auditing standards promulgated by the 
various regulatory bodies. Violation of the 
code can result in sanctions ranging from 
remedial coursework to expulsion from 
the Institute.
We should be very cautious about painting 
a broad brush that would condemn the inno­
cent employees of Andersen and Enron along 
with those who violated our profession’s 
code of conduct in connection with the 
Enron matter.
That said, the AICPA is actively engaged 
in investigating the conduct of members who 
were involved in the collapse of Enron. In 
order to protect innocent members, however, 
the fact that an investigation is under way is 
kept confidential unless and until a member is 
disciplined for a violation of the Institute’s 
professional standards.
Quality Control Inquiry, 
Professional Ethics
As you may know, member firms of the SEC 
Practice Section are required to report to the 
Quality Control Inquiry Committee (QCIC) 
all litigation alleging deficiencies in the 
conduct of an audit of an SEC client. 
Andersen is a member of the SEC Practice 
Section and has always met its professional 
responsibility of complying with this require­
ment. When a matter is referred to the QCIC, 
it immediately performs a review to deter­
mine the need for corrective action.
Since its establishment in 1979, the QCIC 
has conducted hundreds of investigations and 
has instructed many SEC Practice Section 
member firms to take specific measures to 
improve their quality control processes. In 
some cases it has imposed sanctions, while 
other times it has made recommendations for 
changes in generally accepted auditing and 
accounting standards.
If appropriate, the QCIC will refer a 
matter to the AICPA’s Professional Ethics 
Division, which is responsible for investigating 
all allegations of misconduct by individual 
members. The Ethics Division identifies 
those individuals from both the company and 
its auditor who are members of the Institute and 
continued on page 3
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Client Privacy Notification 
Required
The Federal Trade Commission has declined 
to grant an exemption for CPAs and other 
professionals from the Gramm-Leach-Bliley 
Act privacy policy disclosure rules; there­
fore, CPAs must continue to comply with its 
requirements.
Practically speaking, AICPA members 
will need to do little beyond the pro­
cedures they already follow to protect 
client confidentiality. However, 
beginning in this year (2002), the Act  
requires annual disclosure of your 
privacy protection policies to all 
non-business, individual clients to 
whom you provide financial products or 
services, including tax returns, tax advice 
and financial planning. The required notice 
can be included with a client bill, a tax orga­
nizer, or other client communication, such as 
a client newsletter, as long as the notice is 
“prominent.” For new clients, you must pro­
vide the privacy disclosure notice no later 
than the acceptance of the client relationship, 
generally in the engagement letter.
We are disappointed the FTC did not 
exempt CPAs even though our Code 
of Professional Conduct has stricter require­
ments and stronger sanctions to 
protect client confidentiality than does the 
Act. However, the FTC determined it lacked 
the authority to do so, given the Act’s broad 
consumer-protection language. Although the 
AICPA intends to seek a 
legislative exemption for CPAs, members 
should plan on sending the disclosure notice 
to clients during calendar 2002.
A model privacy policy notification 
statement for CPA practitioners, answers 
to frequently asked questions, and 
other additional information on 
the Gramm-Leach-Bliley provisions are 
available without charge at 
www.cpa2biz.com/ResourceCenters/Tax or 
http://ftp.aicpa.org/public/download/news/ 
ftc.doc.
Expatriation Tax Proposals 
Analyzed
The Expatriation Tax Task Force submitted 
to Congress and the Treasury Department 
in Mar. a detailed technical analysis of 
expatriation tax proposals. The paper 
discusses proposals related to tax provi­
sions intended to deal with individual expa­
triation to avoid tax.
In addition, the paper offers 
suggestions to improve any 
proposed legislation and points out 
areas that need further consideration. 
Developed over the past year by 
practitioners expert in expatriate 
tax issues, the paper offers practi­
cal input resulting from their collective 
judgment as to the best way to achieve the 
legislation’s goals, to reduce complexity and 
to improve ease of administration.
Made up of members of the Tax 
Division’s Trust, Estate, and Gift Tax 
Technical Resource Panel and the 
International Tax TRP, the task force’s 
analysis is available through:
www.cpa2biz.com/ 
ResourceCenters/Tax
Important Tax Deadline of June 
30 Approaching
Tax practitioners should consider notifying 
clients of their responsibility to file the 
“Report of Foreign Bank and Financial 
Accounts” (Form TDF 90-22.1) on or 
before June 30, 2002.
This form is required to be filed by U.S. 
citizens and residents who have financial 
interest in or signature of authority over any 
financial accounts, including bank, securities, 
or other types of financial accounts in a 
foreign country, if the aggregate value of 
these financial accounts exceeded $10,000 
at any time during 2001.
In recent testimony by Treasury 
Department officials, it was made clear that 
addressing the lack of disclosure of foreign
financial accounts has become a priority. 
New, easier to impose penalties, on top of 
those that already exist, are likely to be 
added for non-filing of the Form 90-22.1.
Member Dues Bills Being 
Mailed This Month
Members’ dues statements covering 
Aug. 1, 2002, to July 31, 2003, will be 
mailed later this month. For your conve­
nience, online payment is available via 
www.cpa2biz.com.
Through the dues bill, members can take 
advantage of some of the Institute’s many 
offerings. You can subscribe to various 
online products, such as reSOURCE Online 
(professional literature), AICPA InfoBytes 
(online learning library/CPE) and e-MAP 
(Management of an Accounting Practice 
Handbook); join a technical membership 
section (Tax, Consulting, Personal 
Financial Planning, or Information 
Technology); or make a contribution to the 
AICPA Foundation (including minority 
initiatives), AICPA Benevolent Fund or 
Political Action Committee.
Also be sure to provide your e-mail 
address, or to update the one on 
file for you. If you have any questions, 
contact the Member Satisfaction Center 
(888/777-7077; memsat@aicpa.org).
PUBLIC MEETING NOTICES
For detailed agendas, dial 201/938-3787 
from a fax machine and key in document no. 
1206 two weeks prior to these meetings. 
Accounting & Review Services 
Committee: July 13, Chicago 
Accounting Standards Executive 
Committee: June 25-26, Toronto, 
Ontario
Auditing Standards Board: July 23-25, 
New York
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office: 1211 Avenue of the Americas, New York, NY 10036-8775, 212/596-6200. Periodicals postage paid at New York, NY and at additional mailing 
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continued from page 1—House Passes Bill
with modifying auditor independence regu­
lations to prohibit auditors from providing 
internal audit outsourcing services or finan­
cial information systems design or imple­
mentation services to their public company 
audit clients. The bill also would mandate 
retention of certain audit records for a mini­
mum of seven years. In addition, certain 
provisions would prevent corporate officers 
from exerting improper influence on audi­
tors and force corporations to quickly dis­
close their financial condition and off-bal­
ance-sheet transactions upon SEC request.
Under the bill, the AICPA retains the 
responsibility for setting auditing standards 
and for discipline and peer review of all 
auditors who do not audit public companies’ 
financial statements.
At press time, the Senate Banking 
Committee was preparing to mark up a bill 
by Chairman Paul Sarbanes (D-Md.) that is 
expected to be more proscriptive than the 
House-passed bill. It is expected that this 
bill will give the new regulatory organiza­
tion significantly more powers than the 
House version. “The expanded powers 
could include the responsibility to set audit­
ing standards and the ability, in parallel with 
the SEC, to enforce the securities laws and 
the SEC’s regulations,” said Peter M. 
Kravitz, the AICPA’s director of congres­
sional and political affairs. “Once the bill 
passes the Senate, a House/Senate 
Conference Committee will attempt to 
reconcile the differences between the House 
and Senate bills.”
Pension Reform Biil Favorable 
to Employees Passes House
An Enron-related pension reform bill 
recently was passed by the House. The bill,
H.R. 3762, would overhaul pension laws. 
The Senate has been crafting its own legis­
lation on pension reform as well and 
is expected to vote on a bill in the 
coming weeks.
During the debate on pension reform, the 
AICPA wrote Congress urging enhanced 
plan communications and employee educa­
tion on investment strategies and warned 
against limiting employees’ investment 
choices. A copy of the letter is available at 
www.cpa2biz.com/ResourceCenters/Tax.
continued from page 1—AICPA Takes Enforcement Seriously
therefore subject to investigation. As more 
facts are revealed about a particular matter, 
the number of individuals subject to 
investigation may increase or decrease. 
The AICPA takes ethics violations very 
seriously, and will discipline those who 
violate the rules.
Ethics Process on Hold During 
Litigation
According to AICPA rules, members under 
ethics investigation are permitted to defer the 
process during pending litigation and regula­
tory action. If deferral is requested, the SEC 
Practice Section member firm is required to 
take one of three actions during this deferral 
period. It must:
• Terminate or retire the engagement 
partner,
• Remove that individual from performing 
or supervising audits of public companies, 
or
• Subject that individual to additional 
oversight on all public company audits.
Regardless of pending litigation or regulatory 
action, AICPA bylaws require the termination
of AICPA membership upon final conviction 
(either after trial or guilty plea) of a crime 
punishable by imprisonment of more than 
one year.
New SEC Proposals
To accelerate the investigation of alleged 
public company audit failures and monitor 
the quality of audit practice before the SEC, 
SEC Chairman Harvey Pitt recently proposed 
the creation of a new, independent discipli­
nary and monitoring body under the SEC's 
oversight. The new public regulatory body 
would operate independently from the 
AICPA and be made up of a majority of pub­
lic members. In late Apr., the House of 
Representatives overwhelmingly approved 
legislation that would give the SEC broad 
discretion in establishing such a process.
The AICPA is committed to working with 
both the SEC and Congress to make 
Chairman Pitt’s proposal a reality. While our 
disciplinary and peer review processes have 
served both the public and the profession 
extremely well for many years, the AICPA 
has pledged to cooperate fully with the SEC’s 
proposal to change the regulation of the
accounting profession to a public regulatory 
organization for auditors of financial state­
ments of public companies. In today’s envi­
ronment, a robust public regulatory body, 
independent of the accounting profession and 
charged with undertaking professional disci­
pline and quality monitoring for auditors of 
financial statements of public companies, 
will help maintain confidence in the capital 
markets, our financial reporting system and 
the accounting profession.
Two Caveats
The AICPA does, however, have two impor­
tant caveats to Chairman Pitt’s proposals. In 
the first place, this new public regulatory 
body is only appropriate for auditors of 
financial statements of public companies, and 
not for auditors of the financial statements of 
privately held companies. And, in the second 
place, a key to its success will be having a 
clear purpose and specific charter. Any new 
public regulatory organization should func­
tion as a disciplinary and quality monitoring 
board, not as a standards setter.
Guidance Issued for Firms Adding New Public Company Clients, 
Professional Staff
In a move to ensure even greater attention 
is paid to audit firm  quality control 
systems, the SEC Practice Section issued 
guidance for U.S. audit firms. The special
guidance is directed toward audit firms 
taking on increased numbers of new 
publicly traded clients and/or professional 
staff. The guidance comes at time when,
following the collapse of Enron, large 
numbers of public companies may be 
seeking new audit firms.
“In the wake of Enron, many SEC
continued on page 4
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continued from page 3—Guidance for Firms 
registrants have changed auditors,” said Robert J. Kueppers, chair of 
the SEC Practice Section. “The resulting influx of new clients and 
personnel in a short period of time may require a given firm to pay 
special attention to its quality control systems.”
The guidance draws from AICPA professional 
standards and covers the elements of a firm’s quality con­
trol system that could be affected by the addition of new 
clients or personnel including: independence; 
personnel management, including audit partner rotation 
and concurring partner review; acceptance and continu­
ance of clients and engagements; engagement performance, 
including completion of audits in progress, re-audits, quarterly 
reviews, issuance of comfort letters and discovery of possible mis­
statements in financial statements reported on by a previous 
auditor; and quality-control monitoring.
The practice aid, Assessing the Effect on a Firm’s System of
Quality Control Due to a Significant Increase in New 
Clients and/or Experienced Personnel, is available from 
www.aicpa.org/download/secps/020508—practaid.pdf.
Send Us Your E-Mail Address, Receive 
“AICPA News Update”
If you have not submitted your e-mail address to us or have 
changed it recently, send your e-mail address to 
memsat@aicpa.org. Indicate “e-mail address update” in the 
subject header field to help us process the submissions more 
efficiently. Include your full name, and, if known, your membership 
number on the e-mail message. Be assured the AICPA will not sell 
your e-mail address to outside third parties.
Providing your e-mail address enables you to receive “AICPA 
News Update,” a new electronic publication that focuses on Enron- 
related developments and other professional news.
Nominations Sought for Fourth Annual Business and 
Industry Hall of Fame Awards
AICPA Business and Industry Hall of Fame inductees are profes­
sionals who stand above the rest because of their charisma, 
character and the incalculable value they bring to their organizations. 
Members are invited to participate in the nomination of candidates 
for this year’s award.
The Hall of Fame honors business and industry CPAs 
because of their insight and vision, their understanding of 
all facets of the enterprises, and demonstrated leadership, 
commitment and strategic management savvy. Up to five 
financial professionals will be inducted into the Hall of 
Fame at the AICPA’s National Industry Conference to be held 
in Oct.
For more information, call 212/596-6157 or e-mail your
questions to halloffame@aicpa.org. Nominations, which are due 
July 15, can be submitted online at www.aicpa.org/halloffame.
Role of Chief Financial Officers in 2010
A collection of interviews on “The Role of the Chief 
Financial Officer in 2010” recently was published by the 
International Federation of Accountants’ Financial and 
Management Accounting Committee. The publication 
features interviews with 10 CFOs from around the globe on 
their views of what lies ahead for the accountancy profession and 
the businesses they serve. For a free download of the publication, 
go to www.ifac.org.
Highlights of Board of Directors' April Meeting
Among other actions at its meeting
Apr. 18-19, the AICPA Board of Directors:
• Heard about stepped up efforts to com­
municate with the media regarding our 
positions and views on Enron-related 
developments. Emphasis 
also was placed on the 
importance of communica­
tions with members. A 
report on legislative and 
regulatory activity was also 
provided.
• Was briefed on diversity initiatives 
within the profession, including statis-
tics on the number of minority CPAs in 
public accounting, the percentage of 
minorities who are AICPA members, 
and the current numbers of minority stu­
dents majoring in accounting, sitting for 
 and passing the Uniform CPA 
Examination, and minority 
participation in the profession. 
Programs and strategies 
aimed at increasing the 
number of minority students 
majoring in accounting, obtaining the 
CPA designation and participating in the 
profession were outlined.
• Reviewed a draft AICPA comment letter 
on a proposal to streamline the Financial 
Accounting Standards Board’s standard- 
setting process and suggested adding 
some process improvements. Upon 
approval by the AICPA board’s chair, 
the letter would be submitted to the 
Financial Accounting Foundation.
• Reaffirmed by resolution waiving the 
AICPA’s CPE requirement for members 
who place their CPA certificate/license 
on inactive status with their state boards 
of accountancy and do not hold 
themselves out as CPAs to third parties.
m e m ber
news
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THE YEAR IN REVIEW
The Value of Your AICPA Membership
Welcome to The CPA Letter’s annual “Year in Review.” This special feature describes how the AICPA has worked to enhance
members’ professional opportunities and advance the profession. In the following section we describe some of the more significant
developments of the past year. We also highlight some of the many benefits, discounts and other savings available to members.
A Year of Challenges and Opportunities
Amid the many challenges of the past year, the AICPA has been working to benefit members and expand their professional opportu­
nities. For example, were you aware that:
• In our response to developments stemming from Enron Corp.’s bankruptcy, the AICPA has been an active and effective voice for 
our members and for positive, constructive reforms that meet a four-point public interest test. In testimony before Congress, in 
media contacts and in member communications, we pledged support for proposals that (1) help investors make informed 
decisions, (2) enhance the quality of audits and the financial reporting process, (3) help maintain confidence in the capital markets 
and (4) will be good for America’s economic growth. While this test leads to support for changes in disciplinary and quality moni­
toring processes for auditors of SEC registrants, we remain vigilant in guarding against any cascading effect of such proposals to 
private company and smaller firm environments.
• The AICPA mounted an aggressive two-way media relations effort to help maintain the public’s trust in CPAs and in our capital 
markets in these turbulent times. Our leadership and senior staff have participated in hundreds of print, television and radio 
interviews and initiated meetings with editorial boards of key national publications to put forth our positions.
• Member communications also have been enhanced. We continually update www.aicpa.org with links to information in text, audio 
and video formats regarding legislative activity, AICPA official statements and communications, media reports and other Enron- 
related items. A new electronic newsletter, “AICPA News Update,” sent to members for whom the AICPA has e-mail addresses, 
was created to keep members informed of emerging events on a timely basis.
• To help spread our message that CPAs serve clients and employers each and every day with integrity, we ran new national print 
ads and network radio ads. A number of state CPA societies placed the ads locally. Moreover, members included the print ad with 
tax returns and correspondence to clients, framed it for display in public areas, and provided copies in reception areas.
• The AICPA raised serious public policy and self-regulatory concerns in light of the General Accounting Office’s standards 
on auditor independence in Government Auditing Standards, which are expected to have a significant impact on audits of many 
governments, not-for-profit entities, and for-profit entities that receive federal assistance or participate in federal programs. A 
major concern was the detrimental effect the new standards could have on smaller entities and small CPA firms. With the 
standards now finalized, the GAO has committed to work with us to develop implementation guidance and clarify issues.
• To modernize the profession’s rules on independence, the Professional Ethics Executive Committee adopted revisions to financial 
interest and family relationship rules under Rule 101 -Independence. The new rules encompass an engagement-team-focused 
approach to independence, which extends to those who can influence the engagement, an approach already supported by other 
independence standard-setters and regulators, such as the Securities and Exchange Commission and the International Federation 
of Accountants. The committee also revised an interpretation that permits a modified application of Rule 101 for certain engage­
ments to issue restricted-use reports under the statements on standards for attestation engagements.
• A major effort has been under way to enhance and update the fraud standard and the framework for the audit process. Some 
expect the final standards to have an impact on the conduct of audits comparable to that of the “Expectation Gap” standards 
issued in 1988. As part of this effort, the Auditing Standards Board issued a proposed standard, Consideration o f Fraud in a 
Financial Statement Audit, which revises SAS No. 82, establishes standards and provides guidance to auditors in fulfilling their 
responsibility as it relates to fraud in an audit of financial statements conducted in accordance with generally accepted auditing 
standards. In addition, the AICPA published the online guidance, “Related Party Toolkit, A Guide for Auditors and Accountants.”
• A five-year, $25 million student recruitment initiative was launched in Nov. 2001. Unlike previous recruitment initiatives, this 
campaign directly targets high school and college students instead of going through educators or parents; reaches out to them in 
their environments through ads and posters on campuses and in student publications; and uses Web-based interactive “games” and 
multimedia promotions. For example, the program’s Web site, StartHereGoPlaces.com, features an online business simulation 
game that enables students to participate in running a virtual company in a number of different industries. Students get instanta­
neous feedback on how they are doing so they can assess their own skills, strengths and weaknesses, and they get a perspective of 
the role CPAs play in business today.
• The AICPA’s national CPA image enhancement campaign focused on network radio ads, running spots during Major League 
Baseball’s World Series and other sports events, as well as on news and business/financial programs. The image campaign 
included a partnership program with the state CPA societies to boost local media placements.
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• The AICPA established the CPAs in Support of America Fund, Inc. to help those directly affected by the events of Sept. 11. Our 
members also were eligible to apply for assistance from the AICPA’s Benevolent Fund. A Disaster Recovery Resource Center on 
the CPA2Biz Web site helped guide members through related professional and personal issues. The Institute also built a pool of 
more than 400 CPA personal financial planners and Personal Financial Specialists who offered free financial planning services to 
terrorist attack victims.
• Two AICPA-backed initiatives became law last year when President Bush signed the 2001 tax cut bill. Included were the AICPA’s 
package of generation-skipping transfer tax provisions and our retirement education proposal to allow employers to provide 
retirement advice to their employees on a tax-free basis. We also have continued to push Congress to simplify the tax code.
• XBRL (extensible Business Reporting Language) International, the group founded by the AICPA that is developing XML-based 
business reporting standards, has grown to more than 150 international companies and organizations. Among implementations 
announced during the past year: the Federal Deposit Insurance Corporation will use XBRL to collect, validate and report on bank 
call report data; Bank of America and Moody’s are also moving forward on a pilot program to use XBRL for loan and credit 
analysis for small- to medium-size customers. In addition, Microsoft, Reuters, Deutsche Bank and General Electric have all either 
released their financial statements in XBRL or announced plans to move forward with implementing XBRL.
• The principles and criteria of SysTrust and WebTrust are being harmonized to create a uniform set of principles and criteria for 
information system business assurance and advisory services. An exposure draft of the revised principles and criteria will be 
released in early July. The ED is part of a larger effort to explain what Trust Services are and how to perform and report on them.
• In Feb., the AICPA Board of Directors approved a strategic plan for AICPA international activities, the first and only such plan 
supported by the board. The AICPA's International Strategy Committee developed strategies and related initiatives aimed at 
enhancing the AICPA’s role and influence in the development of the international processes of standard setting and oversight over 
the quality of professional performance, discipline and education. The board also authorized the International Strategy Committee 
to coordinate the AICPA’s international activities.
• Women’s Financial Health Week, which the AICPA presented Jan. 14-18 with Money magazine, reached an estimated 70 million 
consumers through coverage in print, television, radio and online media. The centerpiece of the campaign was an interactive Web 
site, www.womensfinancialhealthweek.com, which drew nearly 10,000 individual visitors during the course of the week. The site 
is still up and continues to draw significant traffic. CPAs who hold the AICPA’s Personal Financial Specialist designation served 
as spokespeople for the campaign.
• New continuing education standards, Joint AICPA/NASBA Statement on Standards fo r  Continuing Professional Education 
Programs, took effect Jan. 1. Among other things, the standards introduce the concept of independent study learning, allowing a 
CPA to engage in a program of learning with a qualified sponsor on a one-on-one basis.
• The Board of Examiners approved the structure and length of the computer-based Uniform CPA Examination, which is currently 
under development. The test will consist of four sections: Auditing & Attestation, Financial Accounting & Reporting, Regulation, 
and Business Environment & Concepts. In the aggregate, the computer-based exam will take 14 hours.
• The AICPA and CPA2Biz (www.cpa2biz.com) began offering live Webcasts on important professional topics that allow members 
to learn from industry experts and earn CPE while working from their desktops. In addition, through various mergers and new 
strategic relationships, CPA2Biz enhanced its offerings to CPAs and their small business clients and employers.
Member Benefits That Should Not Be Missed
AICPA member services help CPAs succeed and expand their professional horizons. Here are some of the services the Institute has to offer: 
Information Needs
• The AICPA Library, now located at the U niversity  of M ississippi, is a com prehensive co llection  of 
literature related to all aspects of the CPA profession. The University of Mississippi Library staff provides reference and research 
assistance to AICPA members and staff. To contact the library, call 866/806-2133 or e-mail aicpalib@olemiss.edu. You can also 
search the library catalog on the Web at www.olemiss.edu/depts/general_library/aicpa.
• The Technical Information Hotline offers non-authoritative answers to member queries about accounting, financial reporting, 
auditing, attestation and accounting and review services. The hotline encourages members to submit questions in writing 
electronically rather than by calling the toll-free number. Questions may be sent to the hotline’s special e-mail address at 
aahotline@aicpa.org. Members may still access this free service by calling 888/777-7077 or faxing 212/596-6233.
• The Professional Ethics Division’s Ethics Hotline offers valuable information and can act as an ethics sounding board to 
members who face ethics issues in their practices and to members who are not in public practice. The hotline's e-mail address is 
ethics@aicpa.org and its toll-free number is 888/777-7077.
• AICPA Online (www.aicpa.org) offers members immediate access to news about the latest developments affecting 
the profession. It provides tax insights and valuable information on standards and other technical matters, as well as online 
newsletters and magazines.
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Marketing Tools
For members who want to keep clients up-to-date on important business news and expand their firms' marketing opportunities, the 
AICPA offers two client service newsletters: the monthly CPA Client Bulletin contains articles on tax and financial planning ideas 
for individuals and businesses, as well as stories on general business issues; the quarterly CPA Client Tax Letter focuses solely on 
tax issues for individuals and businesses, including articles on general tax planning, legislation and cases and regulations. Your 
name/firm’s logo can be imprinted on all copies. Available through the CPA2Biz Customer Service Center at 888/777-7077.
Special Assistance
The AICPA Benevolent Fund helps members and their families when they face financial difficulty caused by serious illness, 
accident, death or other major misfortunes. Contact Elizabeth Cich at 201/938-3490.
Significant Savings for Members Only
As a benefit of membership, the AICPA has negotiated special pricing from leading providers of professional, personal and property 
insurance, as well as products and services for the office and home. These programs offer rates that would otherwise be unavailable 
to individual members. Some offerings extend the benefit to members’ spouses and families.
Insurance/Retirement Programs
Term-Life Insurance — up to $2 million in coverage if a member of both AICPA and a state CPA society (up to $1.5 million if a 
member of the AICPA only). Includes equal amount of accidental death and dismemberment benefits for individual members.
Spouse Term-Life Insurance — up to $2 million in term-life coverage with an equal amount of accidental death and 
dismemberment coverage.
Group Variable Universal Life Insurance — up to $2 million in term life insurance if a member of both the AICPA and a state CPA 
society (up to $1.5 million if a member of the AICPA only). Investments in equity, bond or fixed-rate funds available with 
tax-deferred earnings.
Long-Term Disability Income Plan — provides monthly payments of $1,000 to $10,000, depending on earnings and other 
coverage.
Group Insurance Plan — up to $500,000 in term-life insurance plus accidental death and dismemberment benefits for CPA firms — 
and any business that is at least 50%-owned by an AICPA member — and their employees.
Long-Term Care Insurance Program — available for eligible members and their spouses, parents and parents-in-law. Nursing home 
and home care benefits of up to $250 per day are available.
For all of the above choices, call 800/223-7473.
Professional Liability Insurance Plan — protection of $100,000 to $20 million for members in public practice for claims related to 
professional services. Call 800/221-3023.
CPA EmployerGard — provides comprehensive protection against employment-related claims, such as wrongful termination, age, 
race or gender discrimination and other workplace-related lawsuits. Call 800/221-3023.
Medicare Supplement Plan — fills the gaps in Medicare coverage for hospital and medical expenses for members, spouses, and 
members’ and spouses’ parents ages 65+. Call 800/957-3195.
Auto Insurance Plan — preferred rates for members and families. Call 877/999-3626.
Home Insurance Plan — full replacement cost coverage and comprehensive personal liability protection. Call 866/366-4607. 
Personal Liability Umbrella Security (PLUS) — provides CPAs with up to $5 million in coverage for liability injury and property 
damage claims that exceed primary automobile, homeowners or renters coverage. Call 800/223-7473.
Catastrophe Major Medical — provides coverage for medical costs that exceed the limits of basic health insurance plans, with a 
lifetime maximum of up to $2 million. Call 888/294-0028.
Retirement Programs — defined contribution plans from T. Rowe Price, including money purchase, pension, profit sharing, 401(k) 
and SEP IRAs for proprietors, partners, professional corporations, and employees. Call 800/382-4272.
AICPA Membership Elite Values Program
Airborne Express saves members up to 25% off the competition’s published rates and at least 10% off Airborne’s standard rates. 
There are no minimum numbers of shipments, no enrollment fees and no contracts necessary to participate. Call 800/636-2377, 
identify yourself as an AICPA member and receive your Free Airborne Express Starter Kit, or go to www.membersales.com/AICPA.
Dell Computer Corporation provides discounts of 6% on Dell’s PowerEdge file servers, OptiPlex desktops, Latitude notebooks, 
Dell Precision workstations and software, accessories and peripherals. Members receive a 3% discount on Dell Dimension desktops 
 and Inspiron Notebooks. Call the dedicated Dell Association Sales Associate at 800/945-8364 or access the AICPA Premier site at 
http://premier.dell.com. Enter your account code “AICPA” and access key “CPADELL99.” Then custom configure your 
system and place your order. Your discount will be applied automatically.
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The AICPA/First USA Credit Card offers a Platinum Visa with a low fixed introductory rate, followed by a low annual rate and no 
annual fee. In addition, the AICPA Platinum Visa offers enrollment in “ValueMiles,” in which members can earn free airline travel, 
hotel stays and car rentals. To apply, call 877/533-9656 or log onto www.cpa2biz.com/elite and click on the FUSA logo.
Hertz Car Rental gives members up to a 20% discount on all car classes in America. AICPA members also qualify for free annual 
membership in the Hertz #1 Gold Club (a $50 value). Special coupons and upgrades are available, too. For reservations, call 
800/654-2200 and refer to CDP #12353. For your free Hertz #1 Gold Club Membership, call 800/336-2496. Log onto 
www.cpa2biz.com/elite and click on the Hertz logo for special coupons and promotions for AICPA members.
IBM saves members 10% on over 1,600 premium quality IBM products, including ThinkPads, Netfinity Servers, Desktop PCs, 
software and accessories for the home office and family. All products available through this program are covered by a 30-day, money- 
back guarantee. Shop online at www.ibm.com/smallbusiness/aicpa, or call 800/426-7235, ext. 5245.
Paymentech allows members to accept credit card payments at discounted processing rates with its comprehensive credit card 
processing program. With qualified swipe rates as low as 1.8%, members can offer clients and customers expanded payment options 
and receive significant savings. Plus, AICPA members pay no application or conversion fees and receive all merchant supplies 
absolutely free. For a no-obligation, free competitive analysis, call 800/824-4313.
Research Institute of America (RIA Group) saves members 10% on new purchases and 5% on renewal purchases of tax informa­
tion products from the leading authority on tax research. Your AICPA membership entitles you to discounts on RIA electronic and 
print services, including RIA’s highly acclaimed Internet-based tax research system, CHECKPOINT. For more information 
on CHECKPOINT or OnPoint CD tax products, call 800/431-9025, ext. 3. For information on RIA desktop references, 
call 800/950-1216.
Robert Half International gives AICPA members substantial discounts on new temporary, permanent and contract professional 
placement fees through Accountemps, Robert Half and RHI Management Resources. AICPA members will save 10% off permanent 
placement fees for Robert Half; $25 off each 40-hour Accountemps temporary assignment (up to a maximum of $100 for 160 hours 
or more) and $50 off each 40-hour RHI Management Resources contract assignment (up to a maximum of $200 for 160 hours or 
more). Call 888/744-4089 and supply your AICPA membership number.
Sprint cuts members’ long-distance phone bills by 5%. AICPA members can also take advantage of Sprint BusinessFlexSM, the 
communications plan you build your way including low, flat in-state, state-to-state and international rates. It’s possible to change your 
plan as your business needs change with no term plans or commitments. Call 800/953-4214 or www.sprint.com/affinity_benefits.
Staples, the nation’s #1 office supply provider, has a dedicated, online location where AICPA members can access special coupons 
and deals that will be updated regularly. In addition to getting deals on already low prices at www.staples.com/AICPA2, AICPA 
members will have 24-hour access to more than 45,000 products and 100,000 downloadable software titles. Check the Web site for 
the latest special offers.
Starwood Hotels and Resorts provides a complimentary Corporate Preferred membership in Starwood Preferred Guest®, 
consistently voted #1 by frequent travelers worldwide. As a member, you will receive up to 40% off at Starwood Hotels and Resorts® 
collection of more than 750 unique hotels worldwide, including Westin® hotels, Sheraton® hotels, and W hotels®. Members earn 
valuable Starpoints®, receive room upgrades and late checkout when available. Starpoints® can be redeemed for free nights with no 
blackout dates. AICPA members will also receive special promotions and discounts. Log on to www.cpa2biz.com/elite and click on 
the Starwood Preferred Guest® logo or call 888/625-4988 and say you are a member of the AICPA.
Wells Fargo Home Mortgage provides AICPA members with many cost-saving features, including competitive rates, a zero-point 
option and a no-cost 60-day rate lock option. Applications can be completed by phone, with a loan decision in as little as 24 hours. In 
many cases, closings can occur in as few as 15 business days from approval. Receive a complimentary 4-day “Getaway”* after 
closing on a home purchase or refinance through this program. Call 800/CPA[272]-1210, or log on to www.cpa2biz.com/elite and 
click on the Wells Fargo logo.
*“Getaway” offer not available on home equity loans or lines of credit. Offer valid on loan applications made on or after Jan. 1, 2002 and closed on or 
before Dec. 31, 2002.
Xerox provides discounts of up to 20% on most products (excluding service contracts, supplies and personal line copiers). 
Call 8OO/ASK-XEROX ext. CPA (800/275-9376, ext. 272) and m ention AICPA contract #0706109 or log on to 
www.cpa2biz.com/elite and click on the Xerox logo for more information.
www.cpa2biz.com/elite 
AICPA Member Satisfaction Center, memsat@aicpa.org
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$30 CPE Discount for AICPA Members
AICPA members receive a $30 discount when registering for any 
AICPA seminar offered by participating state CPA societies. Choose 
from more than 2,500 AICPA training programs scheduled across 
the country and ask for your AICPA member discount. Programs 
focus on a wide range of topics in accounting, auditing, government 
and nonprofit, management and taxation. Summer favorites include:
• GASB No. 34 Implementation: From Here to There 
(EO-GIMP) provides guidance for the more than
80,000 governmental entities that must implement this 
difficult new standard by 2004.
• Emergency Business Planning: Are You Prepared 
for Disaster? (EBP) offers a step-by-step guide to 
ensuring business survival following a disaster or other 
severe event that interrupts the daily operation of a business.
• Workpapers, Forms & Checklists: Avoid the Documentation 
Trap (EWDS) shares the changes auditors will need to make this 
year to meet the more specific guidelines and framework 
required by SAS No. 96.
• The Fast Close, Soft Close, Virtual Close? Now Days, Not 
Weeks (TFCRA) offers techniques to accelerate collection and 
dissemination of critical information to management while 
improving a company’s financial and accounting processes.
For dates and locations, call 888/777-7077 or v isit 
www.aicpa.org/promotions/cpefavorites.htm.
2002 Tax Act Plus CPE Course (No. 731380CPA06). The 
AICPA, in conjunction with well-known authors and CPAs 
Biebl and Ranweiler, keeps you current with a new CPE 
course covering the latest tax legislation. 2002 Tax Act Plus 
covers three critical pieces of legislation that affect your 
clients this year: Job Creation and Work Assistance Act of
2002, Victims of Terrorism Tax Relief Act, and the provisions of 
the 2001 EGTRRA Tax Act that are effective for 2002. Prices: 
Dual AICPA/state society member, $89.60; AICPA member, 
$95.20; state society member, $100.80; non-member, $112. To 
order, see page 11.
AICPA Advanced Estate Planning Conference Offered
July 31-A ug. 3, Portland, Ore. 
Recommended CPE: Up to 34 credits. 
Celebrating its 25th successful year, this 
comprehensive program offers the most 
advanced technical training on all current 
aspects of estate, gift and inheritance 
planning. Learn from the top trainers in the 
industry as well as the country’s most 
respected speakers who will share their 
extensive knowledge and expertise. 
Expand your skills at complying with the 
latest tax legislation, court decisions and 
rulings, including the enacted Estate Tax
Act and all its ramifications. For more 
inform ation or to register, visit 
www.cpa2biz.com/conferences.
Conferences Contest 
Awards Travel Prizes
AICPA conferences have consis­
tently scored high marks in 
attendees’ evaluations. The con­
tent, CPE value, wonderful locations and 
networking opportunities are top rated and 
make AICPA conferences a highly
  desirable way to attain the skills you need. 
 Register now for one of the AICPA 
 conferences and you automatically will 
 be entered to win one of two exciting 
travel packages for two 
to Montreal and Salt 
Lake City. (If you have 
already registered for a
2002 AICPA conference, 
you are already entered.) 
Go to www.cpa2biz.com/conferences for 
more contest information and official 
contest rules.
conferences
As a result of investigations of alleged violations of the Code of 
Professional Conduct of the AICPA and/or state CPA societies, the 
following ethics cases have been resolved by settlement agreement 
under the Joint Ethics Enforcement Program:
• David Joseph D’Arata of Buffalo, N.Y., suspended from member­
ship in the AICPA and the New York State Society of CPAs for 
one year, effective Feb. 19, 2002.
• Frank J. McCormack of Casselberry, Fla., 
from membership in the AICPA for one year, 
effective Mar. 19, 2002.
As a result of a decision by a hearing panel of the 
Joint Trial Board, the following member has had 
his AICPA membership terminated effective 
Apr. 20, 2002:
• William L. Gallon of Boca Raton, Fla.
Following a denial by an ad hoc committee of the Joint Trial Board 
of a request for a review of the decision of the original trial board, the 
following member has had his AICPA membership terminated
effective Mar. 21, 2002:
• Michael E. Goodbread of Jacksonville, Fla.
Under the automatic disciplinary provisions of the Institute’s bylaws, 
the following members have had their AICPA memberships:
—Terminated because of a final judgment of conviction for a crime 
punishable by imprisonment for more than one year:
• Paul Jay Abrams of Aventura, Fla., effective Mar. 19, 2002.
—Terminated following revocation of his CPA certificate by 
his state board of accountancy:
Michael L. Yavello of Scottsdale, Ariz., effective 
Mar. 28, 2002.
—Suspended following suspension of his CPA license by his 
state board of accountancy:
• David A. Hawkins of Rancho Santa Fe, Calif., effective 
Mar. 18, 2002.
Details on these disciplinary actions can be accessed through: 
www.aicpa.org/pubs/cpaltr/index.htm
CP E
 news
 
disciplinary 
 actions
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By Jam es G. Castellano, CPA 
Chair, AICPA B oard o f  D irectors
In our congressional testimony, we said the 
AICPA will support meaningful and appro­
priate reforms, and will continue to be both 
an advocate and a catalyst for necessary 
change. As I reported in my column last 
month, a significant change we support is a 
modernized financial reporting process that 
will help investors make better informed 
investm ent decisions and will increase 
confidence in our capital m arkets, our 
nation’s financial reporting system and in 
our profession.
The AICPA is investing heavily in the 
development of new assurance and advi­
sory services and tools to position CPAs to 
meet the changing needs of information 
users. Innovations like Performance View 
and SysTrust are the foundation upon 
which new models of such services will be 
built. Let’s review them.
The historical financial statement is a 
look back. It reports financial history, and 
very well. But investors, creditors and 
management are seeking more information 
to help them determine where a company 
is headed  in the fu tu re . The AICPA 
has long advocated  for d isc lo su re  of
non-financial data, including performance 
measurements and more forward-looking 
information to satisfy these unmet needs.
Performance View is a service in which 
CPAs identify the critical success factors 
leading to measures that can be tracked 
over time. It is a system that merges the 
standard financial measures with leading 
indicators. Examples of performance mea­
sures are numerous and can include:
• Revenue and gross margin from new 
products.
• Percentage of revenues from new cus­
tomers.
• Market share.
• Customer satisfaction.
• Customer retention.
• Growth of business with existing cus­
tomers.
The AICPA has developed Performance 
View services to enable CPAs to 
offer perform ance m easurem ent 
advice to companies and employers, 
and, once m ore com panies have 
adopted performance measurement 
systems and are using the informa­
tion for external purposes, assurance on the 
reliability of the information reported from 
the organization’s performance measure­
ment system. Note I said many companies 
(large and small) do not have performance 
measurement systems in place. This presents 
a great opportunity for CPAs to provide 
value-added service to these companies by 
helping them to identify their relevant 
performance measures and helping them to 
design  and im plem ent perfo rm ance 
measurement systems. The AICPA’s “CPA 
Performance View PLUS” workshop is a 
valuable resource to help interested CPAs 
o ffer these serv ices to th e ir  c lien ts  
or employers.
R egard ing  S ysT rust S erv ices, the 
Internet offers far-reaching possibilities for
the m anner in w hich fin an c ia l and 
non-financial information is provided. The 
Internet makes it possible for companies 
to deliver inform ation to investors and 
creditors virtually on a real-time basis. The 
implications of this for our profession are 
pro found . O nce com panies begin  to 
disseminate information online routinely, 
CPAs will be engaged not only to audit 
companies in the traditional sense, but also 
to attest to the reliability of the systems 
that produced the information.
SysTrust is a service in which CPAs 
evaluate and report on the availability, 
security, in tegrity  and m aintainability  
of the systems producing the financial and 
non-financial information. Criteria have 
been established for each of these princi­
p les to enab le  CPAs to evaluate  the 
re liab ility  o f a system . In a SysT rust 
engagement, the CPA evaluates a system 
against the SysTrust Principles and 
Criteria and determ ines whether 
controls over the system exist. 
Those who access in fo rm ation  
online will demand system reliability 
and CPAs w ill be able to 
provide that assurance through SysTrust 
services.
Performance View and SysTrust are just 
two of a number of new assurance and 
advisory services developed by the AICPA 
Assurance Services Executive Committee. 
The committee’s substantial research and 
development of new and valuable opportu­
nities will continue to increase the value 
that CPAs provide to our capital markets, 
while helping investors to make better 
in fo rm ed  in vestm en t d ecisions. You 
can learn more about our valuable new 
assurance  and advisory  serv ices at 
www.aicpa.org/assurance.
 James_Castellano@rbg.com
CITP, PFS Accreditation Exams Coming Up Next Month
Members interested in earning either the Certified Information 
Technology Professional or Personal Financial Specialist desig­
nations from the AICPA may sign up now for those exams being 
held next month. The CITP exam takes place July 8 -  Aug. 16, 
and the PFS exam will be held July 15 -  July 20 at numerous 
sites around the country.
In both instances, m em bers are required  to com plete 
Assessment Tools before registering for the exam. For more 
information, go to:
citp.aicpa.org
pfs.aicpa.org
chair's
c orner
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New 2002 editions—AICPA Audit and Accounting Guides with 
conforming changes as of May 1, 2002. Dual AICPA/state society 
member, $42.40; AICPA member: $45.05; state soci­
ety member: $47.70; non-member: $53. Available by 
June 26.
• Audits of Agricultural Producers and Agricultural 
Cooperatives (012682CPA06)
• Audits of Airlines (012692CPA06)
• Brokers and Dealers in Securities (012702CPA06)
• Common Interest Realty Associations (012572CPA06)
• Construction Contractors (012582CPA06)
• Audits of Employee Benefit Plans (012592CPA06)
Federal Government Contractors (012602CPA06)
Life & Health Insurance Entities (012632CPA06)
Not-for-Profit Organizations (012642CPA06) 
Audits of State and Local Governmental Units 
(012562CPA06)
New 2002 editions—AICPA Audit Risk Alerts. Dual 
member: $16; AICPA member, $17; state society 
member, $18; non-member, $20.
Employee Benefit Plan Industry Developments 
(022287CPA06)
Not-for-Profit Industry Developments (022286CPA06)
State and Local Governmental Developments (022288CPA06)
now 
available
To order, write: CPA2Biz Customer Service Center, CPA06, Harborside Financial Center, 201 Plaza Three, P.O. Box 2209, Jersey City, 
NJ 07303-2209; fax 800/362-5066; call 888/777-7077 (8:00 a.m. to 8:00 p.m., ET); shop online at www.cpa2biz.com; or e-mail 
service@cpa2biz.com. Prices do not include shipping and handling, or sales tax if applicable. Have membership number ready.
CPA2Biz Unveils Redesigned Web Site
CPA2Biz, Inc. last month announced it has 
completely redesigned its Web site 
to enhance the user experience 
(www.cpa2biz.com). Significant enhance­
ments include improved site performance, 
navigation, creation of a user-friendly 
‘My Account’ area that tracks online sub­
scriptions for registered users, and reorga­
nization of the broad 
AICPA content so that cus­
tomers can quickly and 
easily browse the online 
resource centers.
CPA2Biz has launched
15 online resource centers 
containing thousands of articles, practice 
aids and products. The most popular areas 
of the site include the AICPA Store, CPE 
Center, Tax Center, News Center and 
Audit & Attest resource center. Other 
resource centers include Firm Practice 
Management, Information Security, 
Personal Financial Planning, and 
Financial Executives and Managers.
Rivio Business Services Referral 
Program Launched
The AICPA and CPA2Biz have selected 
high-quality business solutions to help 
CPAs run their practices more efficiently 
and deliver value-added services to 
clients. Last month, the Rivio Business 
Services Referral Program was launched
through www.cpa2biz.com/BusinessSo- 
lutions, giving CPAs the opportunity to 
strengthen their relationships with small 
business clients.
The referral program includes the 
following services for small businesses: 
Payroll Manager, Payroll Manager 
Online, Payroll Manager Office Edition 
and Office Manager. By partic­
ipating in the referral program, 
CPAs can gain more visibility 
into their clients’ financial situ­
ation — CPAs can monitor 
issues and provide clients with 
timely advice. This is a no-risk 
program for the CPA and the client — 
there are no fees to enter the program, 
CPAs’ clients will receive a free introduc­
tory payroll services period and one-year 
money back guarantee, the CPA has the 
option to create a co-branded application 
Web site, and participating CPAs take part 
in a rewards program — one reward 
option gives CPA firms of a certain size 
free payroll services for one year.
To request a Rivio Business Services 
Referral Program Starter Kit, or for more 
information, e-mail service@cpa2biz.com 
or call 888/777-7077, option 3.
AICPA Webcast Schedule
AICPA Webcasts are live two-hour 
presentations on specific topics or prac­
tice areas. Expert presenters offer advice, 
information and explanations to help 
unravel the m ysteries or help CPAs 
through the decision-making process. To 
register or for more information, log onto 
w w w .cpa2biz.com /w ebcasts or call 
888/777-7077, option 3. Price: $79 per 
registrant; recommended CPE: 2 credits.
Fraud: Who, What, When, Where and 
Why. June 18, 1:00 -  2:55 p.m., ET.
Top Tech I: Overview of the 
Technologies Most Likely to Impact 
the CPA Profession in 2002-2003.
June 19, 1:00-2:55 p.m., ET.
Business Succession Planning. June 26, 
1:00-2:55 p.m., ET.
Separately M anaged Accounts: 
The Impact on Your Firm and Your 
High Net Worth Clients, June 27, 1:00
-  2:55 p.m.,ET.
Issues Affecting Financial Services 
Compensation. July 8, 1:00 -  2:55 p.m., 
ET.
Top Tech II: Focus on the CPA in 
Practice — Technology Impacts. July 
10, 1:00-2:55 p.m., ET
technology
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FASB Names New Chairman
Robert H. Herz has been named chairman of the Financial 
Accounting Standards Board. Herz will succeed Edmund L. 
Jenkins, who will retire June 30 upon completion of his five-year 
term. A 28-year veteran of the accounting profession, Herz has 
served as audit partner for major clients in the financial services, 
manufacturing and telecommunications industries
FASB Moves to Simple Majority Vote; Releases ED 
on Derivatives; Issues Statement 145
Following proposals to streamline its process, the Financial 
Accounting Foundation has decided to change the FASB’s voting 
process from a supermajority to a simple majority vote.
The decision received unanimous support by the FAF 
Trustees and was effective immediately. The Trustees 
also decided to retain a seven-member board.
In other actions, the FASB has released an exposure 
draft, Amendment o f Statem ent 133 on D erivative  
Instruments and Hedging Activities. The ED amends 
Statement No. 133, Accounting for Derivative Instruments and 
Hedging Activities, to clarify the definition of a derivative. 
Comments on the proposal are due July 1.
Also issued was FASB Statement No. 145, Rescission of FASB 
Statements No. 4, 44 and 64, Amendment of FASB Statement No.
13, and Technical Corrections. The statement updates, clarifies and 
simplifies existing accounting pronouncements.
Statement 145 rescinds Statement 4, which required all gains 
and losses from extinguishment of debt to be aggregated and, if 
material, classified as an extraordinary item, net of related income 
tax effect. As a result, the criteria in Opinion 30 will now be used 
to classify those gains and losses. Statement 64 amended Statement
4, and is no longer necessary because Statement 4 has been 
rescinded.
Statement 44 was issued to establish accounting requirements 
for the effects of transition to the provisions of the Motor Carrier 
Act of 1980. Because the transition has been completed, Statement 
44 is no longer necessary.
Statement 145 amends Statement 13 to require 
that certain lease m odifications that have 
economic effects similar to sale-leaseback transac­
tions be accounted for in the same manner as 
sale-leaseback transactions.
This statement also makes technical corrections 
to existing pronouncements. While those corrections are not 
substantive in nature, in some instances, they may change 
accounting practice.
To obtain a copy of the exposure draft or to order Statement 
145, visit www.fasb.org.
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SEC and Senate Banking Committee 
Put Forth Proposals for New Regulation 
of Public Company Auditors
“This model sends a loud and clear message 
that the era of self-regulation of the account­
ing profession is over,” said Securities and 
Exchange Commission Chairman Harvey 
Pitt in describing the commission’s far-reach­
ing plan to regulate auditors of public 
company financial statements. The proposal, 
which the SEC approved for public comment 
on June 20, would create a Public 
Accountability Board — a private sector 
board that would be “wholly indepen­
dent” of the accounting profession 
and designed to address “accoun­
tants’ ethical lapses or competence 
deficiencies.”
Funding for the PAB would come 
from all public companies and their 
audit firms. The proposal calls for a board 
consisting of nine members, at least six of 
whom must be public members (i.e., 
not accountants). Practicing or retired 
accountants could hold the remaining three 
seats, but they would not be allowed to vote 
on any disciplinary matters.
The SEC proposal followed on the heels 
of the Senate Banking Committee’s approval 
of legislation creating a new Public 
Company Accounting Oversight Board 
with authority to establish auditing and 
ethics rules.
Initially, the Senate was to take up the 
Senate Banking Committee’s bill in Sept., 
and the SEC’s proposal, with a comment 
period ending Sept. 3, would be im ple­
mented by year-end. But with the alleged 
accounting scandal and looming bankruptcy 
at WorldCom coming to light in late June, 
the pace of legislative action will quicken.
The profession is committed to participat­
ing with Congress, the SEC and the 
investment community to achieve meaning­
ful reform that restores public confidence in
the U.S. capital markets and financial report­
ing system, including creation of a new 
Public Board to be responsible for 
discipline and quality monitoring for public 
company auditors. (For more on the 
reforms supported by the profession, visit 
www.aicpa.org/info/aicpa_0314.htm.)
At the same time, the AICPA believes that 
the SEC may have gone too far in its current 
proposal, especially as it relates to standard 
setting. Both the Senate bill and the 
SEC’s proposed rule raise some 
uncertainties about whether auditing 
professionals will continue to remain 
actively engaged in setting standards 
and whether auditors will have 
sufficient latitude to respond to the 
needs of both investors and public compa­
nies. The profession firmly believes that 
standard setting is better done by individuals 
who have an in-depth, current and compre­
hensive understanding of auditing.
SEC Chief Accountant Bob Herdman 
stated in the June meeting that he expects the 
setting of auditing standards to be outsourced 
to the AICPA’s Auditing Standards Board for 
at least for the foreseeable future and would 
continue under the oversight of the PAB. He 
further stated that auditing standards are not 
the problem, but rather the problem lies with 
compliance and execution in accordance 
with those standards.
The AICPA will continue to work with all 
interested parties to ensure that an appropri­
ate resolution to these issues is found. 
Restoration of investor confidence is a goal 
we share with Congress and the SEC and is 
one to which we are deeply committed.
Watch future issues of The CPA Letter and 
visit www.aicpa.org frequently for 
further developments. Information on other 
SEC proposals appears on page 3.
MM
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AICPA Annual Members’ 
Meeting to Be Held Oct. 22
The AICPA’s Annual Members’ Meeting 
will be held on Tuesday, Oct. 22, at the Ritz 
Carlton Kapalua in Maui, Hawaii. Members 
also are invited to observe C ouncil’s 
deliberations, which will take place Oct. 
20-22. CPE will be provided, as appropriate, 
depending upon the content of the final 
agenda. For general Council or Annual 
Meeting information, contact Jay Rothberg 
(jrothberg@ aicpa.org; 212/596-6005) 
or Jo DeLosReyes (jdelosreyes@aicpa.org; 
212/596-6216). For hotel information, 
contact Samantha Bowerman (sbower- 
man@aicpa.org; 201/938-3159).
Awards Conferred for Women’s 
Financial Health Week 
Campaign and an AICPA Human 
Resources Program
The AICPA’s Women’s Financial Health 
Week initiative that took place in Jan. won 
a Big Apple 2002 award from the New 
York Chapter of the Public Relations 
Society of America, the national association 
for the public relations profession. The 
campaign won in the category of 
“Marketing Communications 
for Professional Services.”
The awards are given annually 
to what the judges believe is 
the best com m unications 
program in a given category.
In other news, the AICPA 
is the recipient of an award from the 
Employers Association of New Jersey 
for exceptional w orkplace practices. 
Specifically, the Institute won the award 
for its STAR (System  to Accept 
R esponsibility  for Job Perform ance) 
Program. The program is designed to 
correct employee performance problems 
by focusing on individual responsibility 
and decision making, not punitive actions.
Call for Professor/Practitioner 
Cases
The AICPA is now accepting proposals for 
cases under the 2003 Professor/Practitioner 
Case Development Program. This program 
is designed to promote collaboration of 
accounting educators and practitioners (not 
exclusive to public accounting) in the 
development of real-world-based cases for 
use in the accounting classroom. Of par­
ticular interest are cases that: address issues 
or services identified in the CPA visioning 
process; relate to the new business 
assurance services that illustrate how the 
accountant or auditor can add value for an 
employer or client; tackle blending informa­
tion technology with financial decision 
making and new management techniques; 
deal with the global marketplace and 
international issues; explore tax issues; 
address ethics and professional responsibili­
ties; address fraudulent financial reporting 
and strategies for preventing and detecting 
fraud; and deal with governmental or non­
profit issues.
Cases should address the competencies 
identified in the AICPA Core Competency 
Framework for Entry into the Accounting 
Profession. These competencies are catego­
rized as functional (technical competencies 
most closely aligned with the value 
contributed by accounting professionals), 
personal (individual attributes 
and values) and broad business perspec­
tive competencies (relating to 
understanding of internal and external 
business contexts). Cases should take an 
integrative approach that recognizes related 
issues that may cross over tradi-tional 
accounting courses or disciplinary bound­
aries.
Case proposals are due Dec. 1, 2002. For 
information and application:
  www.aicpa.org/members/div/career/ 
  edu/ppcdp.htm
educat@aicpa.org
How to Request Copyright 
Permission from the AICPA
Members and others who wish to reproduce 
content from any AICPA publication (or 
Web site) must first obtain copyright 
permission from the Institute. The most 
expeditious way to do so is through our 
Web site (www.aicpa.org). Click on the 
copyright symbol at the bottom of our 
homepage. Next, click on the resulting 
copyright menu link to “Copyright 
Permission Request Form,” fill in all 
relevant sections of the form online, and 
click on the “Submit” button at bottom of 
page. You should receive an official AICPA 
permission agreement in the mail approxi­
mately one week later.
In most cases, a modest fee will be 
charged for requested copying privileges. 
The fee schedule (including fee exceptions) 
is also available on our Web site (go to 
copyright menu, then click on “Copyright 
Permission Fee Schedule” link).
www.aicpa.org; “copyright” 
symbol at bottom
201/938-3245 to check status of 
submitted request
PUBLIC MEETING NOTICES
For detailed agendas, dial 201/938-3787 
from a fax machine and key in document no. 
1206 two weeks prior to these meetings.
Accounting & Review Services 
Committee: Sept. 23-24, New York
Accounting Standards Executive 
Committee: July 25-26 , Toronto, 
Canada; Sept. 18-19, New York
Auditing Standards Board: July 23-25, 
New York; Sept. 10-12, New York
Professional Ethics Executive 
Committee: Aug. 8-9, San Francisco
Other Meetings
Peer Review Board: Aug. 6-7, Dallas
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SEC Issues Proposals to Increase Reliability, 
Transparency and Timeliness of Financial Reporting
In the wake of Enron Corp.’s collapse, the 
Securities and Exchange Commission has 
released several proposals to help ensure the 
accuracy of and restore trust in public 
company financial statements. One of the 
proposals relates to auditors of public 
companies (see page 1); the others relate to 
acceleration of periodic report filing 
dates, disclosure of companies’ critical 
accounting policies, certification of 
quarterly and annual reports and report prepa­
ration procedures, and additional Form 8-K 
disclosures. These proposals are available on 
the SEC’s Web site at www.sec.gov/rules/pro- 
posed.shtml.
Acceleration of Quarterly and 
Annual Filings
In mid-Apr., the SEC proposed to shorten the 
filing deadlines for certain companies from 45 
to 30 calendar days after period end for 
quarterly reports and from 90 to 60 calendar 
days after fiscal year end for annual reports. In 
commenting on this proposal, the AICPA SEC 
Regulations Committee supported the 
commission’s goal to provide investors with 
access to information that is clear, accurate 
and timely, but expressed concern that a 
number of factors will make it difficult 
for some companies to present quality 
financial information and also comply with 
the proposed reporting deadlines. For this 
reason, the committee encouraged the SEC to 
consider alternative ways of achieving the 
objective of more timely filings. Specifically, 
the committee suggested the SEC consider 
requiring companies to file Forms 10-Q and 
10-K with the SEC based upon a specified 
number of days after the company’s quarterly 
or annual earnings release. The AICPA’s 
comment letter can be found on the AICPA 
Web site (www.aicpa.org).
MD&A Disclosure of Application 
of Critical Accounting Policies
This proposal, released in mid-May, would 
encompass disclosure in two areas: account­
ing estimates a company makes in applying 
its accounting policies and the initial adoption 
by a company of an accounting policy that has 
a material impact on its financial presentation.
Under the first part of the proposal, a com­
pany would have to identify the accounting 
estimates reflected in its financial statements 
that required it to make assumptions about 
matters that were highly uncertain at the time 
of estimation. Under the second part, a 
company that has initially adopted an 
accounting policy with a material impact 
would have to disclose information that 
includes: what gave rise to the initial 
adoption; the impact of the adoption; the 
accounting principle adopted and method of 
applying it; and the choices it had among 
accounting principles. Comments are due to 
the SEC by July 19.
Quarterly and Annual Report 
Certification
In mid-June the SEC released a proposal to 
require a company’s principal executive 
and principal financial officer to certify the 
information in the company’s quarterly and 
annual reports. Furthermore, the SEC 
proposes to require a company to maintain 
procedures to provide reasonable assurance 
that the company is able to collect, process 
and disclose the information required in the 
company’s quarterly and annual reports, as 
well as current reports on Form 8-K, and also 
to require periodic review and evaluation of 
those procedures. Comments on this 
proposal should be received by the SEC by 
Aug. 19.
Additional Form 8-K Disclosure 
Requirements, Acceleration of 
Filing Date
Also in mid-June, the SEC proposed to add
11 new items that would require a company 
to file Form 8-K under the Securities 
Exchange Act of 1934. In addition, the SEC 
proposed to move two disclosure items 
currently required to be included in 
companies’ annual and quarterly reports to 
Form 8-K and to amend several of the exist­
ing Form 8-K disclosure items. The commis­
sion also proposed to shorten the filing dead­
line for Forms 8-K to two business days after 
an event triggering the form’s disclosure 
requirements. Comments are due Aug. 26.
Andersen Resigns from 
SECPS Effective Aug. 31
The verdict of guilt last month in the 
Arthur Andersen, LLP obstruction of jus­
tice trial was rapidly followed by the 
firm’s decision to discontinue its audit 
practice on or about Aug. 31. The 
Executive Committee of the AICPA’s SEC 
Practice Section accepted Andersen's 
resignation as an SECPS member firm 
effective Aug. 31, with certain immediate 
restrictions to be imposed.
The SECPS and Andersen have agreed 
that: (1) until Aug. 31 the executive com­
mittee will continue to monitor the quality 
controls employed in Andersen’s public 
company audit practice; (2) Andersen will 
cooperate with the AICPA’s Quality 
Control Inquiry Committee in its ongoing 
analysis of reported cases, including 
Enron; (3) Andersen will cooperate with 
the Professional Ethics Division in its 
investigation of Andersen partners and 
employees who may have violated the 
Code of Professional Conduct; (4) 
Andersen partners will immediately resign 
from SECPS committees; and (5) effective 
immediately upon resignation, Andersen 
will not become principal auditor-of- 
record for any new SEC client.
The AICPA’s QCIC ongoing investiga­
tion of a number of cases involving 
Andersen, including the Enron matter, 
commenced last Dec.
Send Us Your E-Mail Address, 
Receive “AICPA News Update”
If you have not submitted your e-mail address 
to us or have changed it recently, send your 
e-mail address to memsat@aicpa.org. Indicate 
“e-mail address update” in the subject header 
field to help us process the submissions more 
efficiently. Include your full name, and, if 
known, your membership number on the e-mail 
message. Be assured the AICPA will not sell 
your e-mail address to outside third parties.
Providing your e-mail address enables you 
to receive “AICPA News Update,” a new elec­
tronic publication that focuses on Enron-related 
developments and other professional news.
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AICPA.. .  Where to Turn
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e-mailed to the Member Satisfaction Center in New Jersey. (The CPA 
Letter and Journal of Accountancy will automatically be updated. Indicate 
any other AICPA subscriptions that you have.)
AICPA, New York 
Fax number 
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AICPA, Washington 
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AICPA Foundation 
AICPA Political Action Committee 
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Accounting and Review Services 
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Accounting Standards
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Audit & Accounting Guides 
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Certified Information Technology 
Professional Designation 
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CPA Client Bulletin, CPA Client Tax Letter
— Subscriptions
— Editorial
CPA Letter, The (editorial)
CPA2Biz (www.cpa2biz.com; orders, subscriptions, 
network licenses)
CPE Course Information/Conference Registration 
Division for CPA Firms
PCPS/The Alliance for CPA Firms 
SEC Practice Section 
Examinations (Uniform CPA Exam)
Federal Government (regulatory matters)
Federal Legislation (non-tax congressional matters) 
General Counsel 
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Accounting 
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International Technical Services 
Joint Trial Board (disciplinary actions)
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212/596-6222
212/596-6105
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201/938-3277
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212/596-6036
201/938-3490
877/66-AICPA
citp@aicpa.org
212/596-6097
212/596-6065
201/938-3245
888/777-7077
201/938-3301
212/596-6112
212/993-0500
service@cpa2biz.com
888/777-7077
800/CPA-FIRM
201/521-5579
800/CPA-EXAM
202/434-9253
202/434-9205
212/596-6245
212/596-6034
212/596-6157
212/596-6211
212/596-6250
212/596-6101
201/938-3292
New York
1211 Avenue of the Americas 
New York, NY 10036-8775
New Jersey 
Harborside Financial Center 
201 Plaza Three 
Jersey City, NJ 07311-3881
Library (University of Mississippi) 866/806-2133
E-mail aicpalib@olemiss.edu
Management of an Accounting Practice 800/CPA-FIRM
Meetings and Travel 201/938-3232
Member Satisfaction Center (until 8:00 p.m., ET) 888/777-7077
Fax number 800/362-5066
E-mail memsat@aicpa.org
Voice mail box for comments 888/999-9252
Minority Initiatives 212/596-6227
Peer Review 201/938-3030
Personal Financial Specialist Designation pfs@aicpa.org
PFP member section 201/938-3659
The Practicing CPA (editorial) 201/938-3502
Professional Ethics, Ethics Hotline 888/777-7077
Public Relations and Communications 212/596-6106
State Legislation 202/434-9201
State Society Relations 202/434-9257
Tax Adviser, The (editorial) 201/938-3444
Tax Services Member Section 202/434-9270
Technical Information Hotline aahotline@aicpa.org
(auditing and accounting practice inquiries) 888/777-7077
WebTrustSM/TM 888/999-9257
Women and Family Issues 212/596-6226
Affinity Programs
Insurance Programs
Disability 800/223-7473
Group 800/223-7473
Group Variable Universal Life 800/223-7473
Life (Member/Spouse) 800/223-7473
Long-Term Care 800/223-7473
Personal Liability Umbrella 800/223-7473
Medicare Supplement Plan 800/749-6983
Automobile 800/847-2886
Home 800/847-7233
Professional Liability, CPA EmployerGard 800/221-3023
Retirement Programs
T. Rowe Price 800/38-AICPA
Car Rental (Hertz, CDP #12353) 800/654-2200
Computers (Dell Corporation) 800/945-8364
(IBM) 800/426-7235, ext. 5245
Credit Card (First USA Bank) 800/254-0910
Credit Card Processing (Paymentech) 800/824-4313
Home Mortgages and Equity Loans (Wells Fargo) 800/272-1210
Hotels (Starwood Hotels & Resorts Worldwide) 888/625-4 988
Long-Distance Telephone (Sprint) 800/953-4214
Office Supplies (Staples) www.staples.com/AICPA2
Overnight Delivery (Airborne Express ) 800/MEMBERS
Professional Placement (Robert Half) 888/744-4089
Tax Research Material (RIA Group) 800/431-9025, ext. 3
Xerox Corporation (#0706109) 800/275-9376, ext. 272
Washington, D.C. AICPA/PDI, Texas
1455 Pennsylvania Avenue, NW 1720 Lake Pointe Drive
Washington, DC 20004-1081 Suite 117
Lewisville, TX 75057
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CPA2Biz Joins Forces with 
Nationwide Financial
CPA2Biz, Inc. (www.cpa2biz.com) and 
Nationwide Financial have announced a 
strategic relationship that further expands 
the offerings available to CPAs. As part 
of the agreement, Capital Professional 
Advisors, Inc., a wholly owned subsidiary of 
CPA2Biz, will offer Nationwide 
Financial’s retirement and 
financial solutions to Capital’s 
affiliated firms and other inter­
ested CPA firms.
“Nationwide Financial’s 
open product design for retire­
ment solutions and its wide variety of pre­
mier, non-proprietary investment choices 
support our efforts to provide CPAs with a 
comprehensive array of products to objec­
tively serve their clients’ needs,” said Doug 
Wright, president of Capital Professional 
Advisors, Inc. and vice president of enter­
prise markets for CPA2Biz.
CPAs See Financial Reporting, 
Information Security Among 
Top Technology Issues
The specters of the Enron collapse and the
Sept. 11th terrorist attacks are wielding a 
profound influence on current technology 
issues, as evidenced by the AICPA’s 2002 
Top Technologies list. This marks the twelfth 
consecutive year that the Institute has 
compiled the ranking.
Business and Financial Reporting 
Applications rose to the top of the list after 
being in third place in
2001, possibly as a result of 
concerns raised in the 
wake of Enron. Training and 
Technology Competency — 
which ranked fifth last year
— commands second place 
in 2002, another result that did not surprise 
the task force that compiled the list. A sepa­
rate, but linked issue — Qualified IT 
Personnel — came in ninth.
In the 2001 list, Information Security and 
Controls was the number-one issue. While 
no longer claiming the top spot, it is still seen 
as significant and sits in third place on the 
current list. Disaster Recovery moved up a 
notch from last year to fifth place.
The Top Technology issues for 2002, in 
order of importance, are as follows (those 
marked * are new to this year's list):
1. Business and Financial Reporting
Applications
2. Training and Technology Competency
3. Information Security and Controls
4. Quality of Service
5. Disaster Recovery (includes business 
continuation and contingency planning)
6. Communication Technologies — 
Bandwidth *
7. Remote Connectivity Tools *
8. Web-based and Web-enabled Applications 
(Internet) *
9. Qualified IT Personnel
10. Messaging Applications (e-mail, faxing, 
voicemail, instant messaging) *
Upcoming AICPA Webcast
"Top Tech III: Focus on the CPA in 
Practice — Technology Impacts” is a 
live two-hour Webcast scheduled for July 
30, 1:00 -  2:55 p.m., ET. Participants 
receive two CPE credits; fee is $79. 
To register or for more information, log 
onto www.cpa2biz.com/webcasts or call 
888/777-7077, option 3.
Contract Signed for 
Computer-Based CPA Exam, 
New Web Site Launched
The AICPA, the National Association of 
State Boards of Accountancy and 
Prometric have signed a joint agreement to 
deliver a computerized Uniform CPA 
Examination. A final paper-based version 
of the CPA examination will be delivered in 
Nov. 2003. The computer-based CPA 
examination will commence in early 2004.
The AICPA will continue to create and 
grade the computerized CPA examination, 
and NASBA and the state boards of 
accountancy will be responsible for overall 
administration of the examination. 
Prometric, the world’s leading technology- 
based testing company, will deliver the 
examination to candidates through its 
extensive network of testing centers.
In addition, the AICPA launched a new 
Web site dedicated to the Uniform CPA 
Examination, www.cpa-exam.org. The site 
contains new and existing information 
about the CPA examination and includes
links to the AICPA, NASBA and the state 
boards of accountancy.
“Candidates and others interested in the 
CPA examination now have one site 
through which they can access all available 
exam information, and an efficient way 
to contact the organizations closely 
involved in the exam’s administration,” 
said Gregory Johnson, AICPA’s Director of 
the CPA Examination.
The Web site was developed to coincide 
with the transition of the Uniform CPA 
Examination to a computer-based test. The 
computer-based CPA examination will 
incorporate the assessment of critical skills, 
such as research and communication, 
and will include increased emphasis on 
information technology, general business 
knowledge as well as broadening the scope 
of the examination in the audit and 
attest area.
Professional Ethics Division 
Issues Exposure Draft
The AICPA Professional Ethics Executive
Committee has issued an exposure draft 
containing five proposals for review and 
comment. The proposals include 
revisions to the following independence 
standards: Interpretation 101-1 — 
Interpretation of Rule 101 (trustee 
or executor relationships with 
a client), Interpretation 101-2—Former 
Practitioners and Firm Independence, 
Interpretation 101-10— The effect on 
independence o f relationships with 
entities included in the governmental 
financial statements, ethics ruling no. 41, 
Member as Auditor o f Insurance 
Company, and ethics ruling no. 70, 
Member’s Depository Relationship With 
Client Financial Institution.
Members and other interested parties 
are encouraged to comment on this 
proposal. Comments on this exposure 
draft will be accepted through Aug. 17.
For a copy, visit:
www.aicpa.org/members/div/ 
ethics/ed020617.htm
technology
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As a result of investigations of alleged violations of the Codes of 
Professional Conduct of the AICPA and/or state CPA societies, the 
following ethics cases have been resolved by settlement 
agreem ent under the Jo in t E th ics E nforcem ent 
Program:
• Silvio DeNunzio of Richmond, Va., expelled from 
membership in the AICPA and the Virginia Society 
of CPAs, effective Apr. 8, 2002.
• Alan Dornfeld of Oakland, N.J., expelled from membership in 
the AICPA, effective Mar. 15, 2002.
• Ralph J. Genovese of Niagara Falls, N.Y., expelled from 
membership in the AICPA and the New York State Society of 
CPAs, effective Apr. 4, 2002.
As a result of decisions by hearing panels of the Joint Trial Board, 
the following members have had their AICPA memberships:
— Terminated:
• Gerald R. Hinshaw of Minooka, Ill., effective Apr. 20, 2002.
• James C. Kamin of Chicago, effective Apr. 25, 2002.
John R. Michel of Fairbanks, Alaska, effective Apr. 25, 2002.
disciplinary 
actions
Under the automatic disciplinary provisions of the 
Institute’s bylaws, the following members have 
had their AICPA memberships:
— Terminated because of final judgments of convic­
tion for crimes punishable by imprisonment for 
more than one year:
• David B. Cohen of Cherry Hill, N.J., effective Apr. 3, 2002.
• Clark William Gordin of Modesto, Calif., effective Apr. 22,
2002.
• Richard H. Rosenthal of Boston, effective Apr. 22, 2002.
—Suspended following suspension of his CPA certificate by his 
state board of accountancy:
• Hideaki Ichinose of Tokyo, Japan, effective Mar. 28, 2002. 
Details on these disciplinary actions can be accessed through:
 www.aicpa.org/pubs/cpaltr/index.htm
Happenings at Spring Council Meeting
Here are some of the more significant 
actions and events that took place at the 
governing Council’s meeting May 19-21:
• Council was told of the success of Year 
1 of the AICPA’s $25 million, 5-year 
CPA student recruitm ent cam paign. 
W underman (the agency that devel­
oped the student recru itm ent cam ­
paign) highlighted the major accom­
plishments, which included reaching an 
audience o f 8 m illion  h igh school 
juniors and seniors and 1.2 million col­
lege students, establishing benchmarks 
to measure success in changing aware­
ness and perception about the profes­
sion, and building the infrastructure to 
support a c tiv itie s  in the program  
throughou t the five years. R esults 
learned from the first year will be used 
to refine plans for Year 2 and beyond. 
We will continue to improve percep­
tions of the CPA profession among stu­
dents, develop awareness and under­
stand ing  about w hat CPAs do and 
career opportunities available, establish 
a d ia log  w ith our ta rg e t audience  
(“G enera tion  Y ”), and u ltim a te ly  
increase the number of students pursu­
ing the CPA credential and careers in 
the profession.
• The P ro fessio n a l E th ics D iv ision
updated Council on its current projects. 
Among them, the Division is modern­
izing its Code of Conduct to make it 
easier to follow  and understand, is 
developing a conceptual framework for 
independence, and is c rafting  best 
practices guidance on significant client 
fees.
• Discussions about the “New Economy” 
and appropriate financial reporting 
occupied a significant portion of the 
meeting. Council heard about develop­
m ents in approaches to respond to 
demands for assurance in an Internet- 
speed business environment that would 
continue to protect the public interest. 
The current financial reporting model 
is seen as the foundation for a move to 
a real-time reporting model that looks 
at financial and non-financial m ea­
sures, offers understandable d isclo­
sures, uses reliable systems, demon­
strates corporate accountability and 
provides for instantaneous information 
dissemination.
• Another highlight of the meeting was 
hearing  the p rog ress o f CPA 2Biz, 
which includes significant im prove­
ments in registered users, visitors to the 
site, page views per week, and online 
tra n sa c tio n s /sa le s . New stra teg ic
alliances have greatly increased offer­
ings available to CPAs for their small 
business clients and employers.
• M embers of Council participated in 
“breakout” meetings to discuss issues 
pertaining to ethics and fraud detection 
and to see where modifications may be 
needed. A summary of the results of 
the discussions will be provided in a 
future issue of The CPA Letter.
• The AICPA Distinguished Achievement 
in Accounting Education Award was 
given to Dr. W illiam R. Kinney Jr., 
who conceived, implemented and is 
d irector of the Center for Business 
Measurement and Assurance Services 
at the University of Texas. Dr. Kinney 
has served on the Auditing Standards 
Board and the Special Committee on 
A ssurance Services and was also a 
member of the Financial Accounting 
Standards Advisory Council.
• Robert F. Fay of Ohio received the 
AICPA Public Service Award. Through 
his perso n a l e ffo rts , H ab ita t fo r 
Humanity was able to build more than 
140 new homes. In addition to serving 
many community organizations, he is a 
13-year volunteer with the Domestic 
Violence Project.
By James G. Castellano, CPA 
Chair, AICPA Board o f Directors
“Non sibi sed allis” — Latin for “Not for 
ourselves but for o th e rs .” This m otto 
fundamentally defines the CPA profession. 
We stand for integrity, for objectivity, for 
com petence. Trust is our fundam ental 
responsibility. It’s our duty.
These words resonate powerfully with 
me today. We are living through hard times, 
when the integrity of the profession has 
been questioned. It is exactly in times like 
these that we should reflect on our profes­
s ion ’s purpose and our core values of 
integrity, objectivity and competence. CPAs 
are bound by a code of ethics that puts the 
public interest first, and priority is given to 
those areas in which the public’s reliance 
on CPA skills is most significant.
The curren t crisis has certa in ly  
highlighted the importance of many of our 
most important initiatives. The Auditing 
Standards Board has been addressing the 
need for improvements in auditors’ ability 
to detect material misstatements due to
fraud. An exposure draft on this subject has 
been issued and a final standard should be 
released this fall. In addition, the ASB is 
working on guidance directed to the other 
partic ipan ts in the financial reporting 
process — management, boards of direc­
tors and audit committees — who share the 
responsibility for preventing and detecting 
fraud. We m ust also find new ways to 
improve fraud prevention and detection to 
increase  the value of our foundation  
service. At the same tim e, the AICPA 
Professional Ethics Executive Committee 
and Strategic Planning Committee are both 
focusing on ways to reinforce our commit­
ment to ethics and excellence.
Furthermore, we must concern ourselves 
with how current events will be perceived 
by students and young CPAs. We know of 
the misunderstandings that many students 
have about careers in accounting from 
research we recently  conducted.
Have recent events changed their 
v iew s? If  so, in w hat way? The 
importance of our student recruit­
ment campaign is even more signifi­
cant in light of the issues facing us.
We intend to find out ju st what young 
CPAs, the next generation, think about 
our profession.
Another subject of critical importance is 
the satisfaction of our members. These are 
incredibly stressful times for all CPAs. I 
have received hundreds of letters and 
messages from CPAs all over the country 
expressing their views about the challenges 
facing our profession. They are passionate 
about and proud of being CPAs. Many 
believe that the reforms we support, the 
changes we advocate are well founded, for­
ward thinking and moving our profession in
the righ t d irection . O thers, o f course, 
disagree. And that’s okay because differing 
views, expressed respectfully and profes­
sionally, help us as a profession to make the 
right decisions.
I believe that as the national professional 
organization for CPAs, it is our responsibility 
to invest resources in research and develop­
ment that will enhance the CPA’s ability to 
be an even more valuable contributor to the 
success of our capital markets. Of course, 
research and development requires risk 
taking and receptiveness to change. Change 
is rarely easy and even those receptive to 
change often differ on the change that is 
most appropriate. And th a t’s okay too, 
because what is important is that we have 
the courage to pose innovative and thought- 
provoking questions and to participate in 
open and respectful debate.
To receive better feedback from our 
members, I plan to begin a process 
whereby our volunteer leadership 
and senior executive staff visit state 
CPA societies to offer interested 
members in the state a brief update 
on issues facing the profession and 
to have the opportunity to ask questions 
and express their views.
The truth is that our profession remains 
as strong, as vital, as meaningful as it has 
been for more than 100 years. “Not for 
ourselves, but for others.” Our value in the 
business world is grounded in the public 
interest. Each individual CPA must demon­
strate to the public that our commitment to 
the core values of integrity, objectivity and 
com petence rem ains unw avering  and 
unmatched. It’s really just that simple.
James_Castellano@rbg.com
AICPA Foundation Fundraising Campaign Picks Up Steam
The AICPA Foundation reports that the 
fundraising campaign it initiated following 
the Dec. 2001 initial public offering of 
P rudentia l F inancial, Inc. is gaining 
momentum. As a result of that IPO, mem­
bers and firms participating in the AICPA 
Insurance Trust life, disability and long­
term care program s received shares of 
Prudential Financial stock. In early Mar., 
the new ly m inted stockholders were 
encouraged to make tax-deductible dona­
tions of their shares to the Foundation, a 
501(c)(3) entity dedicated to developing
innovative education and recruitment initia­
tives for the profession. Subsequent com­
m unications efforts aimed at potential 
donors are currently under way.
According to Stuart Kessler, president of 
the Foundation and a former AICPA chair­
man, by late May the Foundation had 
received approximately 2,000 shares of 
stock from nearly 300 different contribu­
tors. While donors can direct their contribu­
tions to specific activities, almost 40% of 
those shares were earm arked for the 
Foundation’s general fund. A significant
num ber of donors have also specified 
that their funds be used for educational 
initiatives.
A separate form on page 8 of this issue 
of The CPA Letter can be used to make 
donations to the AICPA Foundation . 
Additional questions regarding this cam­
paign can be d irected  by phone to 
866/CPA-2AID (272-2243) or by e-mail to 
Foundation@aicpa.org. For more on the 
Foundation, visit www.aicpa.org/mem- 
bers/aicpafoundation.htm.
chair's 
 corner
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AICPA FOUNDATION CONTRIBUTION FORM
This form allows you to make a tax-deductible donation of either cash or shares of stock received through the AICPA Insurance 
Trust distribution. Just follow the simple instructions below, and call 866/CPA-2AID or e-mail Foundation@aicpa.org with any 
additional questions. Thank you for your support.
If You Are Donating Cash:
1. Determine the dollar amount you wish to donate.
2. Make out a check to the AICPA Foundation.
3. Determine how you want your dollars dispersed among the four Foundation funds and indicate your preference in the boxes 
below. If you indicate no preference, your full donation will be directed to Fund #4 for general Foundation activities.
4. Mail the check and this form to: AICPA Foundation, P.O. Box 2207, Jersey City, NJ 07303.
5. You will be sent a confirmation letter that can be used for tax purposes.
If You Are Donating Stock:
1. Determine the total number of shares of stock you wish to donate. This form may be used only if  donating fewer than 50 shares. 
For instructions on donating 50 or more shares, call the Foundation at 866/CPA-2AID (272-2243).
2. Determine how you want your shares dispersed (full shares only) among the four Foundation funds and indicate your preference 
in the boxes below. If you indicate no preference, your full donation will be directed to Fund #4 for general Foundation activities.
3. Mail this form to: AICPA Foundation, P.O. Box 2207, Jersey City, NJ 07303.
4. You will be sent a confirmation letter that can be used for tax purposes.
Whether Donating Cash Or Stock, Please Fill In The Following Information:
a. Name:______________________________________________________________
b. Address:_____________________________________________________________
c. Phone:______________________________________________________________
d. 9-digit Account Number (for stock donations only; get from upper right-hand comer of Transaction Statement sent to you by 
Prudential transfer agent Equiserve):___________
e. Date:_______________________________________________________________
f. Signature:____________________________________________________________
Fund #1 -  AICPA Foundation FBO CPA Recruitment Initiatives
I donate: $ __________  and/or_____  shares of stock (full shares only) to this fund.
Fund #2 -  AICPA Foundation FBO Development and Advancement
I donate: $__________  and/or______  shares of stock (full shares only) to this fund.
Fund #3 -  AICPA Foundation FBO Accounting Education Initiatives
I donate: $__________  and/or______ shares of stock (full shares only) to this fund.
Fund #4 -  AICPA Foundation FBO General Activities
I donate: $__________  and/or______  shares of stock (full shares only) to this fund.
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AICPA Issues Comment Letter on Proposed 2002 Revision to 
Government Auditing Standards
In Jan. 2002, the General Accounting Office issued an exposure 
draft titled Government Auditing Standards: 2002 Revision (The 
CPA Letter, Jan.). The ED proposed revisions to all chapters of 
Government Auditing Standards (also known as the “Yellow 
Book”), including those relating to both financial 
and performance audits. Among other things, the 
proposed changes are intended to clarify the types 
of audits and services that are performed under the 
Yellow Book, strengthen and streamline certain 
provisions of it, and improve understandability of 
the standards. The ED does not address auditor independence, 
which was separately addressed by the GAO in Amendment 3 
to Government Auditing Standards issued in Jan. (The CPA 
Letter, Apr.).
The AICPA recently issued its comments on the proposed
revisions (www.aicpa.org/download/belt/comment_2002rev_gao.pdf). 
The comments generally support the new chapter presentation of 
the standards for financial audits, attestation engagements and 
performance audits. However, the letter also raises concerns 
about certain areas of the proposal, including peer 
review changes, continuing professional education 
requirements, and the additional field work and report­
ing standards that would be required for attestation 
engagements.
The GAO Advisory Council on Government Auditing 
Standards will be considering all comments received on the ED 
at its fall meeting later this year. A final revision to Government 
Auditing Standards is expected by late 2002. Watch future issues 
of this newsletter for updates on the status of the final standards 
and the expected effective date.
SEC Historical Society Preserves, 
Shares SEC’s History
The Securities and Exchange Commission is one of the most 
successful independent regulatory agencies in our nation’s history 
and one of the most influential agencies with respect to the accounting 
profession. In 1999 the SEC Historical Society was established to 
preserve and share the SEC’s history. The society believes that 
understanding the role the SEC has played in the past can improve 
understanding of the present and lead to more informed decisions 
about the future.
To help fulfill its mission, the society is building a virtual 
museum on its Web site (www.sechistorical.org) and increasing 
awareness and use of the virtual museum by the entire financial 
community, people studying business and financial history, and the 
public at large.
“The society both encourages scholarship to enhance knowledge 
of the SEC’s role and provides access to historical records of the 
SEC,” said Robert Kueppers, a founding trustee and officer of the 
SEC Historical Society. “Our objective is to put forth an objective 
understanding of the distinctive role that the SEC has made to the 
evolution of American financial markets.”
The society is a private, non-profit organization. Membership 
information is available on its Web site.
www.sechistorical.org 
202/585-6405
Webcast on GAO Auditor Independence 
Standards Aug. 6 ; Q& A Guidance Issued
Gain a comprehensive understanding of the new changes to the 
GAO Independence Standards affecting Yellow Book audits 
through an AICPA Webcast scheduled for Aug. 6, 1:00 
p.m-2:55 p.m., ET. The AICPA GAO Independence Standards 
Webcast will be led by David M. Walker, GAO Comptroller 
General, and moderated by James G. Castellano, AICPA Chair, 
and include GAO and AICPA presenters.
This live, interactive Webcast will address such key issues
as:
• What the independence principles and safeguards mean to 
audit practice.
• What non-audit services are permitted or prohibited.
• How to apply the standards in specific nonaudit circum­
stances.
• The latest question and answer guidance from GAO on the 
new standards.
• Differences between GAO and AICPA independence stan­
dards.
• Important implementation and transition issues.
To register or for more inform ation, log onto 
www.cpa2biz.com/webcasts or call 888/777-7077, option 3. 
Price: $79 per registrant; recommended CPE: 2 credits.
In addition, the GAO has released guidance on the 
auditor independence requirements. The guidance is provided 
in a 41-page docum ent consisting o f questions and 
answers. You can obtain the Q&A through www.gao.gov/gov- 
aud/d02870g.pdf.
 regulatory 
matters  
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Proposed SOP on Derivatives, 
Hedging Released by AcSEC
An exposure draft of a proposed statement 
of position, Accounting fo r  D erivative  
Instruments and Hedging A ctivities by 
Not-for-Profit Health Care Organizations, 
and C larification o f the Perform ance 
Indica tor, has been issued by the 
Accounting Standards Executive 
Committee. It provides guidance with 
respect to how nongovernmental not-for- 
profit health care organizations should 
report gains or losses on hedging and 
nonhedging derivative instruments under 
FASB Statement No. 133, Accounting for 
D eriva tive  Instrum ents and H edging  
Activities, and clarifies certain matters 
with respect to the performance indicator 
(earnings m easure) reported by such 
organizations. It would amend the Audit 
and Accounting Guide H ealth Care 
Organizations. Comments are due Aug. 
13, 2002. The ED has been posted to:
www.aicpa.org/members/div/
acctstd/edo/index.htm
Interpretation to SSARS No. 1 
Issued
The Accounting and Review Services 
Committee issued an interpretation titled 
A p p lica b ility  o f  SSARS No. 1 When 
Perform ing C on tro llersh ip  or O ther 
Management Services. The interpretation 
would require an accountant in the 
practice of public accounting, as defined 
by the AICPA’s Code of Conduct [ET sec­
tion 92.23], and who is not a stockholder, 
partner, director, officer or employee of the 
entity, to follow the performance and 
communication requirements of SSARS 
No. 1. If the accountant is in the practice 
of public accounting and is a stockholder, 
partner, director, officer or employee of the 
entity, the accountant may (1) comply with 
the requirements of SSARS No. 1, or (2) 
communicate, preferably in writing, the 
accountant’s relationship to the entity. The 
interpretation includes an example of a 
written communication.
As a result of the interpretation, the 
Professional Ethics Executive Committee 
agreed to make conforming changes to ET 
Section 291, Ethics Rulings on General
and Technical Standards. The interpretation 
is currently available on:
www.aicpa.org/members/div/ 
auditstd/interp_ar_9100.htm
acou n t ing 
& auditing news
Not-for-Profits' Reporting Costs 
of Soliciting Contributed 
Services Clarified
Questions have arisen about not-for-profit 
organizations’ reporting the costs of solicit­
ing contributed services that do not meet 
the recognition criteria for contributions in 
FASB Statement No. 116, Accounting for 
Contributions Received and Contributions 
Made. The AICPA’s Accounting Standards 
Executive Committee developed a prospec­
tus for a proposed Statement of Position 
to address this issue. At its Mar. 27 meeting, 
the FASB objected to 
AcSEC’s undertaking the 
project. As announced in the 
FASB’s Action Alert No.
02-14, the FASB believes a 
project is not necessary to 
clarify the existing GAAP that addresses 
this issue.
The FASB believes that paragraphs 
26-28 of FASB Statement No. 117, 
Financial Statements o f Not-for-Profit 
Organizations, require that information 
about expenses be reported by functional 
classification and that fund-raising activities 
include soliciting contributions of services 
from individuals, regardless of whether 
those services meet the recognition criteria 
for contributions in Statement No. 116. The 
FASB also observed that the definition of 
fund-raising activities in paragraph 13.35 of 
the AICPA Audit and Accounting Guide 
Not-for-Profit Organizations conforms to 
paragraphs 26-28 of Statement No. 117 and 
provides that costs of soliciting donors to 
contribute services (time) should be 
reported as fund-raising activities regardless 
of whether those services meet the recogni­
tion criteria for contributions in Statement 
No. 116. (The FASB observed that that 
conclusion also is articulated in the Mar. 
2000 AICPA Technical Practice Aid No. 
6140.11, Costs o f Soliciting Contributed 
Services and Time That Do Not Meet the 
Recognition Criteria in FASB Statement No. 
116.)
FASB Adds Revenue 
Recognition Project to Its 
Agenda
According to the Financial Accounting 
Standards Board, in an effort to provide 
better and more comprehensive guidance 
as to when com panies should record 
revenues, it has added a project on revenue 
recognition to its agenda. As part of this 
project, the FASB will seek to eliminate 
inconsistencies in the existing accounting 
literature and accepted practices, fill 
voids in the guidance that have recently 
emerged and provide further guidance for 
addressing issues that arise in the future.
The board decided that, in the interim 
while the standard is being developed, the 
Emerging Issues Task Force should 
continue to provide guidance on issues of 
revenue recognition based 
on the existing authoritative 
literature.
In developing the revenue 
recognition standard, the board 
may reconsider guidance perti­
nent to revenue recognition in its Concepts 
Statements, particularly that in FASB 
Concepts Statement No. 5, Recognition 
and Measurement in Financial Statements 
of Business Enterprises.
AICPA Releases Qs&As on 
Financial Reporting, Accounting 
Issues Regarding Software 
Revenue
The AICPA staff, assisted by industry 
experts, released a fifth set of technical 
questions and answers on financial 
accounting and reporting issues related to 
Statement of Position 97-2, Software 
Revenue Recognition. The Qs&As will be 
housed in the AICPA publication Technical 
P ractice  A ids, copies of which are 
available through the Institute (see page 
11). They also have been posted to our 
Web site:
  www.aicpa.org/members/div/ 
  general/othitem.htm
 Dan Noll, dnoll@aicpa.org
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GASB Expands on Financial 
Reporting Guidance for 
Fundraising Foundations and 
Similar Organizations
The Governmental Accounting Stan­
dards Board has issued Statem ent 
No. 39, Determining Whether Certain 
Organizations Are Component Units, 
which clarifies existing accounting 
guidance and provides greater consis­
tency in accounting for organizations that 
are closely related to a primary govern­
ment. The standard provides criteria for 
determining whether certain organiza­
tions, such as not-for-profit foundations 
related to public universities and school 
districts, should be reported as compo­
nent units based on the nature and signifi­
cance of their relationship with a state or 
local government.
Statement 39 amends Statement 14 to 
provide additional guidance to determine 
whether certain organizations for which 
the primary government is not financially 
accountable should be reported as
component units based on the nature and 
significance of their relationship with a 
primary government.
The standard sets forth criteria on 
when a government is required to 
provide a discrete presentation that 
publishes financial information about its 
own activities as well as those of the 
affiliated organization.
Copies of Statement 39 can be ordered 
through the GASB Order Department: 
call 800/748-0659 or place an order 
online at www.gasb.org.
Difficult People: Keeping 
Your Cool Under Fire!
Partnership and LLC Taxation 
from A to Z (No. 730760CPA07).
An in-depth look at partnership 
and LLC taxation. Learn efficient 
methods for tax return preparation, 
look out for the difficult pitfalls 
that can lead to problems and help your 
client with implementation of these popu­
lar tax-advantaged solutions. Prerequisite: 
none. Recommended CPE credit: 15. 
Level: intermediate. Format: text. Price: 
$194.40 member; $243 non-member.
  (No.731150CPA07). Complete this 
course and learn how to change the 
  behavior of difficult people.
Recognize the potential for building 
better client relations and increasing staff 
productivity. D iscover the skills, 
tactics and strategies for coping with 
d ifficult people. Prerequisite: none. 
Recommended CPE credit: 5. Level: 
intermediate. Format: text. Price: $99.20
member; $124 non-member.
Annual Update for Accountants and 
Auditors (No. 730017CPA07). Designed 
to keep you abreast of fast-paced changes. 
Included are all the recently issued 
pronouncements, exposure drafts and 
consensus reports in the accounting, 
auditing, compilation and review arenas. 
Prerequisite: experience in accounting 
and auditing. Recommended CPE credit:
7. Level: update. Format: text. Price: 
$119.20 member; $149 non-member.
New 2002 editions—AICPA Audit and Accounting Guides with 
conforming changes as of May 1. All guides will be available by 
July 31. Price: $42.40 member; $53 non-member.
• Casinos (012712CPA07)
• Health Care Organizations (012612CPA07)
• Investment Companies (012622CPA07)
• Not-for-Profit Organizations (012642CPA07)
• Oil and Gas Producing Entities (012652CPA07)
• Property and Liability Insurance Companies 
(012672CPA07)
Mastering the Art of Marketing Professional Services: A Step-by- 
Step Best Practices Guide (No. 090474CPA07). Because of 
increased competition, marketing your services is more essential 
than ever. Mastering the Art of Marketing Professional Services 
offers you a step-by-step approach to effectively marketing 
yourself and your firm—written in an easy-to-read style. It contains 
the tips, tools, techniques and how-to guidance you need to be 
more successful. Price: $59.20 member; $74 non-member.
Using Competition for Performance Improvement: A Resource 
for Practitioners Advising Governments and Not-For-Profits (No. 
056507CPA07) is a must for CPAs working with or for 
not-for-profit organizations and governments of all sizes. This
260-page book and diskette walk you through the entire competi­
tion process, beginning with identifying potential target functions 
or activities and ending with performance monitoring of the 
selected service provider. Each chapter provides 
valuable guidance on opportunities for introducing 
competition, outsourcing, or divestiture. Numerous 
tools, exhibits, spreadsheets and comprehensive case 
studies help ensure successful performance improve­
ments. Other coverage includes development of a 
competitive proposal, transition issues and performing the cost 
analysis. The book’s author, Michael Crawford, CPA, and members 
of the AICPA's Government and Not-for-Profit Performance 
Improvement Task Force have combined their knowledge and 
insight to develop a comprehensive approach for improving 
internal operations complete with valuable practice aids. (Diskette 
with PowerPoint presentation for clients and management 
included). Price: $68 member; $85 non-member.
Clarification
The CD-ROM for the book announced in our May issue, 
Understanding Business Valuation, 2nd Edition (No. 056600), 
contains 3 sample reports but does not contain the checklists and 
forms mentioned.
n o w
a v a i l a b l e
To order, write: CPA2Biz Customer Service Center, CPA07, Harborside Financial Center, 201 Plaza Three, P.O. Box 2209, Jersey City, 
NJ 07303-2209; fax 800/362-5066; call 888/777-7077 (8:00 a.m. to 8:00 p.m., ET); shop online at www.cpa2biz.com; or e-mail 
service@cpa2biz.com. Prices do not include shipping and handling, or sales tax if applicable. Have membership number ready.
CPE
n e ws
12 T h e  CPA L e t t e r  • J u l y / A u g u s t  2002
AICPA Urges Changes to Senate Finance Committee 
Tax Shelter Bill
The AICPA has urged lawmakers to make 
changes to a bill intended to curb tax 
shelter abuse. The bill, S. 2498, introduced 
May 10, and passed by the Senate Finance 
Committee in mid-June, has moved 
on a fast track since it was scored as 
a revenue raiser and could be used 
to help pay for a revenue-losing 
bill that would allow taxpayers 
claiming a standard deduction 
to also deduct limited charitable 
contributions.
The Institute’s written comments on the 
bill reiterate concerns raised by the AICPA 
in telephone meetings with staff at the 
Finance Committee and Department of 
Treasury. Of particular interest to members
may be our views on the sections of S. 2498 
that affect both clients and CPAs 
as practitioners, and that go beyond 
the problems associated with abusive tax 
shelters.
For example, the AICPA opposes 
language in S. 2498 that would raise 
the standard for a preparer to sign (or 
advise on) a tax return, from the pre­
sent “realistic possibility” position to 
a “more likely than not” one, if an 
item is not disclosed. Aside from the obvi­
ous policy implications of such a change, 
the Institute said, this standard could result 
in the collapse of the E-filing system 
(because that system is not yet set up to 
accept many disclosure forms) and would
overburden the IRS exam function because 
of the huge number of additional 
disclosures that would be filed each year.
The AICPA also opposes language in the 
bill that would give Treasury new authority 
to censure practitioners and impose mone­
tary sanctions on individual practitioners 
and their firms for any Circular 230 viola­
tion, not just those related to tax shelters. 
The broad language, the AICPA said, would 
put CPAs at risk of losing their licenses — 
for activities unconnected to tax shelters. 
Instead, the Institute urged that any statutory 
expansion of sanctions under Circular 230 
be limited to practitioner activities that 
involve tax shelters, and not be extended to 
encompass firms.
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Landmark Accounting Reform 
Legislation Signed into Law
High-profile business failures culminating in 
a media fixation on Enron called into ques­
tion the effectiveness of the profession’s 
se lf-regu lato ry  process as well as the 
effectiveness of the audit to uphold the 
public trust in the capita l m arkets. 
Legislation to address shortcom ings in 
financial reporting  was progressing in 
Congress and the sudden revelation and 
collapse of WorldCom guaranteed swift 
congressional action. President Bush on July 
30 signed into law the Sarbanes-Oxley Act of 
2002, the most significant legislation affecting 
the accounting profession since 1933.
D eveloping m eaningful reform s that 
p ro tect the public in terest and restore 
confidence in the accounting profession has 
been our prim ary focus these past few 
m onths. We labored long and hard to 
communicate to the media, the public and to 
CPAs that we will not tolerate any AICPA 
member who performs substandard work 
and veers away from the fundamental code 
of ethics and responsibilities that have 
defined the CPA profession for more than 
100 years. Our profession’s core values 
always have been and will be: integrity, 
competence and objectivity. In the end, the 
new leg isla tion  does re flect both our 
influence in m easures that d istinguish  
between auditors of publicly traded compa­
nies and those of private entities as well as 
our goals to strengthen the capital market 
system and increase investor confidence.
However, it also brings uncharted waters 
for the CPA profession, particularly in the 
areas of standard setting and quality review. 
The AICPA has been studying these changes 
and has initiated efforts to help members 
navigate this complex situation. This article 
is designed to spell out some of the more
significant provisions for the profession and 
provide an overview  of resources to 
help you understand the changes and 
their impact.
Summary of Sarbanes-Oxley Act
The Sarbanes-Oxley Act (Public Law 107- 
204) impacts not just the large accounting 
firms, but any CPA actively working as an 
auditor of, or for, a publicly traded company 
or any CPA w orking in the financial 
m anagem ent area of a public company. 
Essentially, the Act creates a five-member 
Public Company Accounting O versight 
Board (PCAOB), which has the authority to 
set and enforce auditing, attestation, quality 
control and ethics (including independence) 
standards for auditors of public companies. 
It also is empowered to inspect the auditing 
operations of public accounting firms that 
audit public companies as well as impose 
d isc ip linary  and rem edial sanctions 
for violations of the board’s rules, securities 
laws and professional auditing and 
accounting standards.
Other provisions affecting the profession 
include requiring the rotation of the lead audit 
partner and reviewing audit partner every five 
years, and extending the statute of limitations 
for the discovery of fraud to two years from 
the date of discovery and five years after the 
act (previously one year and three, respec­
tively). The law restricts the consulting work 
public company auditors can perform for their 
publicly traded audit clients and establishes 
harsh penalties for securities law violations, 
corporate fraud and document shredding.
The ramifications of some of the provi­
sions in the Act will become known only as 
the Securities and Exchange Commission 
continued on page 10
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PCPS, Texas State Society 
Partner to Launch National 
Survey on Practice 
Management Issues
PCPS, the AICPA Alliance for CPA 
Firms, and the Texas Society of CPAs are 
presenting a new — yet old and trusted — 
firm management tool. The two organiza­
tions are partnering to launch the 2002 
PCPS/TSCPA National MAP 
Survey.
The survey will provide 
comparative inter-firm  data 
that will help accounting 
practices benchmark themselves 
against the best in their class.
The survey’s intent is to assist CPAs in 
identifying the strong areas of their prac­
tices and to understand better the areas in 
which they face challenges. They can then 
use this information to make changes in 
their operations.
Benefiting most from this new 
initiative will be small and mid-sized firms 
that normally do not have access to this 
type of information. The MAP survey will 
enable these practices to know what other 
firms in their own area are doing in terms 
of how they run their practices, what they 
are paying in starting salaries and other 
firm management issues.
The survey is being conducted 
throughout Sept. Practicing member firms 
are encouraged to participate. The online 
survey can be completed in about an hour.
Following compilation of results and 
the completion of a survey report, results 
will be available in mid-Nov. to PCPS 
members, survey respondents and 
participating state societies. Others will be 
able to purchase the results.
To participate in the survey or for more 
information, visit:
www.PCPS.org
Finance Managers Say Top 
Executives Support Their Cost 
and Performance 
Management Initiatives
Seventy-two financial executives and man­
agers attending the 2002 CAM-I/AICPA cost 
and performance management symposium 
held in May were asked whether 
performance management initiatives, such as 
activity-based costing and target costing, 
are succeeding. The poll revealed that 
many are, and when they do succeed, it 
is largely because of excellent two-way 
communications between top executives 
and project managers.
Specifically, over two-thirds of respon­
dents said that senior management keeps 
them informed about leadership’s expecta­
tions, goals and results; and a significant 
57% say senior management actively seeks 
their input in order to fine-tune and adjust.
Respondents who expressed dissatisfaction 
with their performance management results 
blamed it almost entirely on their top execu­
tives’ lack of interest.
Call for Nominations for AICPA 
Distinguished Achievement in 
Accounting Education Award
State CPA societies and individuals are 
invited to nominate an accounting educator 
for the 2003 AICPA Distinguished 
Achievement in Accounting Education 
award. This award is designed to recognize 
full-time college accounting educators 
distinguished for excellence in teaching and 
for national prominence in the accounting 
profession. The nominee must be a current 
full-time or recently retired (within the past 
five years) accounting educator at a post- 
secondary educational institution; must be 
distinguished for excellence in classroom 
teaching; must be involved in curriculum 
development; must be contributing to the 
accounting profession; and must exemplify
the philosophy of the CPA Vision.
Educators who are noted for their teach­
ing abilities but are now primarily involved 
in administration or research are eligible for 
the award.
Nominations are due Feb. 1, 2003. For 
details on eligibility requirements, nominat­
ing process and application procedure:
 www.aicpa.org/members/div/career/ 
 edu/laaea.htm
educat@aicpa.org 
 212/596-6221
CPA letter Supplements 
Available
To obtain any of the public accounting, 
business and industry, internal audit, 
government or education member-segment 
supplements produced this month with 
The CPA Letter, visit:
www.aicpa.org/pubs/cpaltr/ 
index.htm
PUBLIC MEETING NOTICES
For detailed agendas, dial 201/938-3787 from 
a fax machine and key in document no. 1206 
two weeks prior to these meetings.
Accounting & Review Services 
Committee: Sept. 23-24, New York
Accounting Standards Executive 
Committee: Sept. 18-19, New York
Auditing Standards Board: Sept. 10-12, 
New York; Oct. 29-31, New York
Other Meetings
Annual Members’/Fall Council Meeting:
Oct. 20-22, Maui, Hawaii
Peer Review Board: Oct. 14, Vancouver, 
British Columbia
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office: 1211 Avenue of the Americas, New York, NY 10036-8775, 212/596-6200. Periodicals postage paid at New York, NY and at additional mailing 
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New FAQs Released on Sustainability Reporting 
and GHG Emissions
Frequently Asked Questions (FAQs) on sustainability reporting 
and Greenhouse Gas (GHGs) emissions trading are now available 
on our Web site. The FAQs were developed by a joint task force of 
the AICPA and the Canadian Institute of Chartered Accountants 
which is exploring the possibility of services in these areas.
Exposure Draft Issued on Accounting and 
Reporting by Insurance Enterprises
accounting
&  a u d i t i n g
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Sustainability Reporting
Companies are increasingly reporting on their per­
formance with respect to social responsibility, the 
environment and economic matters. Reporting on 
such matters collectively is referred to as sustainability reporting, 
which may include but would not be limited to frequency of 
employee injuries occurring in the workplace, emissions of certain 
pollutants and return on investment. Although practitioners have 
been receiving requests from clients to provide assurance on such 
reports, the criteria for such reporting would need to meet the suit­
ability requirement under the attestation standards.
As executives and boards of directors increasingly encounter 
issues related to sustainability reporting, CPAs can enhance their 
credibility as business advisers by being prepared to address client 
questions on the topic. The FAQs provide useful information on 
sustainability reporting and include a list of U.S. companies that 
have issued such reports; those reports are typically available on 
the company’s Web site.
www.aicpa.org/innovation/baas/environ/index.htm
Greenhouse Gas Emissions Trading
There are several initiatives in the U.S. to enable GHG emissions 
trading, including the Chicago Climate Exchange, which is cur­
rently in the design phase. In addition, private trades of GHG emis­
sions reductions between entities have been occurring for some 
time. Under an emissions trading scheme, companies are typically 
required to take on a cap on their annual emissions; those that find 
it expensive to cut emissions can buy reductions from those that 
find it cheaper to reduce emissions. Companies, regulators and 
others have expressed interest in obtaining assurance on an entity’s 
annual GHG emissions and on certain GHG emission reductions 
that may be sold to another party. CPAs should be aware of issues 
related to GHG emissions especially since certain industries that 
typically have significant GHG emissions, including utilities, 
chemical and cement companies, semiconductor manufacturers 
and electricity distributors, may already be strategizing on how to 
plan for possible future constraints on emissions of carbon dioxide 
and other GHGs.
www.aicpa.org/innovation/baas/environ/
ghg_emission.htm
The AICPA’s Accounting Standards Executive Committee has 
issued an exposure draft of a statement of position, Accounting 
and Reporting by Insurance Enterprises for Certain 
Nontraditional Long-Duration Contracts and for  
Separate Accounts. Comments are due Oct. 31. The 
exposure draft provides guidance on accounting and  reporting by insurance enterprises for certain nontradi­
tional long-duration contracts and for separate accounts, 
including:
• Separate account presentation
• Interest in separate accounts
• Gains and losses on the transfer of assets from the general 
account to a separate account
• Liability valuation
• Return based on a contractually referenced pool or assets or 
index
• Annuitization options
• Determining the significance of mortality and morbidity risk 
and classification of contracts that contain death or other 
insurance benefit features
• Accounting for contracts that contain death or other insurance 
benefit features
• Accounting for contracts that provide only death or other insur­
ance benefit features
• Sales inducements to contract holders
A final SOP would be effective for financial statements for fiscal 
years beginning after Dec. 15, 2003, with earlier adoption encour­
aged. The SOP may not be applied retroactively to prior years’ 
financial statements, and initial application should be as of the 
beginning of an entity’s fiscal year.
The document is available at:
  www.aicpa.org/members/div/acctstd/edo/index.htm
Practice Alert Issued on Reauditing 
Financial Statements
The Professional Issues Task Force has issued Practice Alert 2002-
3, Reauditing Financial Statements. The Alert provides 
practitioners with information that may help them when they are 
engaged to reaudit and report on financial statements that have 
been previously audited by another auditor. Copies of this Practice 
Alert are included in issues of this newsletter being mailed to 
members in public accounting. Members in other segments may 
obtain the alert through the online version of The CPA Letter at 
www.aicpa.org/pubs/cpaltr/index.htm.
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By James G. Castellano, CPA 
Chair, AICPA Board of Directors
The Sarbanes-Oxley Act of 2002 is now 
law, and I am pleased that a number of the 
refo rm s advoca ted  by the AICPA are 
included as substantial elem ents of this 
new, far-reaching legislation. The law cre­
ates the Public Company Accounting 
O versigh t B oard responsib le  for 
quality m onitoring, investigations 
and discipline of public com pany 
auditors; mandates changes in corpo­
rate governance, including making 
the aud it com m ittee  re sp o n sib le  fo r 
appointment of the independent auditor; 
and makes it unlawful for any officer or 
d irec to r of a p ub lic  com pany to 
fraudu len tly  m islead an aud ito r —  all 
reforms called for by the AICPA in our 
congressional testimony. The new law also 
inc ludes o ther p ro v is io n s th a t we 
questioned, particularly  concerning the 
Board’s authority for standard setting, but it 
is now the law and we w ill do w hat is 
required to implement it.
This law is possibly the most sweeping 
re fo rm  ev er to a ffec t the acco u n tin g  
profession. Of course, while there are some
chair's 
corner 
threats and strategic questions arising from 
this legislation, I also see many opportunities. 
I see the potential to significantly raise the 
value of the audit and the prestige of the 
audit professional. The audit committee, in 
fulfilling its responsibility to shareholders, 
will likely focus primarily on the quality of 
the audit p rocedures to be perform ed, 
engaging the audit team in discussion about 
the risks of the business, the quality of 
accounting principles chosen by manage­
ment, and the sufficiency of the budget to 
ensure the highest quality audit. My hope is 
that we w ill never again hear an audit 
described as a “commodity.”
Auditors themselves have a tremendous 
opportunity to increase the value of our 
foundation service. I often speak of the 
“incred ib le  p riv ilege” that we have as 
auditors; that is, access to the most intimate 
financial and operational information about 
the entities we audit; access that no one else 
outside the entity normally has and 
that, in fact, very few people inside 
the entity  have. As auditors, we 
should seize this opportun ity  to 
deliver more value to the stakehold­
ers of the audit, and that includes 
management, by sharing the insight 
we gain while conducting an audit in a way 
that produces more than simply the report 
on the financial statements and report on 
internal controls.
I see auditors sharing the results of their 
risk analysis, benchmarking and analytical 
review procedures, industry knowledge, the 
assessment of strengths, weaknesses and 
strategic questions, and other information 
in such ways as to cause the stakeholders 
in the p rocess to look  fo rw ard  to the 
feed b ack  from  the aud it team . T his 
approach will enable auditors to move to 
higher and higher levels on the information 
value chain.
We have opportunities to improve the 
reliability of reported information by doing 
an even more effective job detecting mater­
ial m issta tem en ts  a ris ing  from  fraud . 
Recent events have highlighted the continu­
ing “expectation gap” that exists between 
w hat an aud it is and w hat the pub lic  
expects it to be. We can either work to edu­
cate the public about the limitations of the 
audit, or work to do an even better job 
detecting material m isstatem ents due to 
fraud. I am not talking about changing the 
auditor’s responsibility for fraud detection. 
“R easonable assurance” is still a suffi­
ciently high standard. I am talking about 
finding new and better ways to prevent and 
detect material frauds. We can do this by 
investing in fraud research and education, 
and by including far more material on fraud 
in accounting curricula and continuing 
education programs, among other things.
Other opportunities exist for forensic 
services, for increasing the CFO’s role in 
fraud prevention, for new assurance ser­
vices covering fraud prevention and detec­
tion to supplement the financial statement 
audit, to define best practices in corporate 
governance and to drive changes in corporate 
governance, to move towards principles- 
based rather than rules-based accounting 
standards, and ultimately to improve the 
relevance of financial reporting.
The AICPA has been an active partici­
pant throughout this process of unprece­
dented reform, shaping the future of our 
profession and demonstrating our commit­
ment to be even more effective guardians of 
the public interest. We now stand ready to 
help all CPAs understand and implement 
the changes required by the new legislation 
and to seize the opportunities it presents.
 James_Castellano@rbg.com
The AICPA and Northstar are producing a new conference called The 
State of the Profession...Preparing Today for 
Tomorrow. Sweeping reforms on Capitol Hill, restate­
ment of corporate earnings, imminent regulatory 
changes and a lack of confidence in the accounting  
profession have set the stage for this must-attend event.
This program is designed for partners in accounting 
firms of all sizes.
Day one will provide information on the latest developments in the 
profession, including updates from the AICPA, the Securities and 
Exchange Commission and the General Accounting Office. Day two 
will feature a Town Hall for two hours that will debate the issues
affecting the profession. Concurrent sessions on issues of interest to 
practitioners, such as establishing partner boundaries, the 
firm of the future and firm risk, will be offered as well. Day three will discuss mergers and acquisitions and 
succession planning.
This conference will be held Nov. 11-13 at the Pointe at 
South Mountain in Phoenix. Fee: $495 for one day, $995 for 
two days, $1495 for three days. PCPS members save $150 on 
two- and three-day prices. This program  was developed 
by the MAP Com m ittee. CPE: 17-22 hours. For more 
inform ation or to register, call 888/777-7077 or visit 
www.aicpa.org/conferences/crisis_profession.htm.
conferences
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Melancon Says Profession’s Mission Is to Shape an Accounting 
Culture for the Future that Surpasses Legacy of the Past
Speech delivered to business 
and accounting professionals at 
Yale Club on Sept. 4
Thank you. I’m grateful to the Yale 
Graduate School of Management for invit­
ing me to speak. I especially want to thank 
Rick Antle, Senior Associate Dean and 
Professor of Accounting, for all his work 
in setting this up.
A year ago, if I had been giving a 
speech on the culture of the accounting 
profession on a short-week after Labor 
Day, I don’t think many people would 
have shown up. Lately, it’s a lot easier for 
accountants to draw a crowd.
This is my first chance to speak to an 
audience outside the accounting profession 
since President Bush signed the Sarbanes- 
Oxley Act. That law contains some of the 
most far-reaching changes that Congress 
has ever introduced to the business world. 
Its scope is large. It contains fundamental 
reforms. Many of its standards are high. 
And its penalties are stiff.
It included many elements the 
profession supported — and yes, some 
that we opposed.
Now that it has been signed into law, 
our position is unequivocal: We will work 
to implement it — and to rebuild the faith 
of investors who depend on us for 
information critical to the capital markets.
But let’s recognize the challenge 
ahead: Reestablishing the perception of 
the audited financial statement as a clear 
picture window into a publicly traded 
company will not be achieved purely by 
legislation or regulation.
No, the lead role must be played by all 
members of the profession. We must reach 
back to our core roots which earned us 
enormous respect as trusted advisors. We 
must reassert the heritage that made the 
accountant the professional in whom 
Americans confide their most confidential
financial information ----  and to whom
they turn for honest advice.
We must restore our most priceless 
asset — our reputation.
All of us who are privileged to be leaders
of our profession have the responsibility 
of preserving a legacy of honor and 
integrity for future generations of CPAs. 
We owe it to all who preceded us, and all 
who will follow us.
We can afford no tolerance for those 
who strayed from the commitment to put 
the public interest first. We must do better 
and we will.
What is needed is not just reform of the 
accounting laws, it is a rejuvenated 
accounting culture — both internally in 
corporate finance offices and externally in 
audit firms.
The culture must build upon the 
profession’s traditional values. Values like 
rigorous commitment to integrity. A 
passion for getting it right. A commitment 
to rules —not just to their letter, but their 
spirit — and zero tolerance for those who 
break them.
These values are the commitment of all 
of the 350,000 CPAs who are members of 
the AICPA across this country. We are 
determined to restore the image of the 
accounting profession — and rebuild the 
legacy we will pass on to the next generation 
of accountants.
We’re committed to the same goals that 
Congress envisioned when it passed the 
Sarbanes-Oxley Act and that the President 
articulated when he signed it.
We are committed to rebuilding 
confidence in the financial markets and 
their institutions.
We’re committed to dramatically 
reducing the risk that future investors 
will fall prey to the kind of financial 
malfeasance that characterized Enron and 
WorldCom.
And we are committed to something 
else as well: Restoring pride in our 
profession. For us, it’s personal.
The revelations of financial abuse were 
a traumatic blow to everyone in the 
accounting profession.
It has been painful to the nearly half of 
our members who are corporate employees, 
who serve as the financial conscience for 
thousands of corporations in America.
It has been painful to the vast body of
CPAs in public practice — CPAs who 
are not by and large involved in auditing 
publicly traded companies, but who 
concentrate on providing good advice and 
quality services to individuals and small 
businesses. Let’s not forget that small 
businesses make up roughly half of our 
economy. They are America’s engine of 
economic growth and job creation — and 
they depend upon their CPAs for expertise 
and trusted advice. In a business world 
that seems to grow more complex every 
day, small business people need to turn to 
a trusted advisor to put complicated issues 
in context. CPAs fulfill that role.
The corporate scandals have also been 
painful to auditors who provide independent, 
objective judgments to public companies 
and insist upon full disclosure to investors. 
That includes nearly a thousand audit 
firms.
The business scandals have been 
painful to members of our profession — 
because it is made up of honest people. 
But hundreds of thousands of good apples 
do not excuse the behavior of a few bad 
ones. Make no mistake about it, our 
profession was part of the problem. And it 
came to embody the public’s perception of 
the problem.
But no matter how small a minority 
caused the problems, all of us in the 
accounting profession are working to 
solve them.
To begin with, we were “present at the 
creation” of many of the reform ideas that 
were recently embraced by law.
We helped develop the proposal for 
a board to oversee auditors of public 
companies — an idea that evolved into the 
Public Company Accounting Oversight Board.
We called for a requirement that 
auditors be hired by the board’s audit 
committee, not management.
We agreed with a prohibition on 
those who audit public companies from 
consulting in two key areas — financial 
systems design and implementation, and 
internal audit outsourcing.
And we created a public interest test 
against which all reforms could be measured
continued on page 6
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• Will it help investors make informed 
investment decisions?
• Will it enhance audit quality and the 
quality of financial reporting?
• Will it help restore confidence in the 
capital markets, our nation’s financial 
reporting system, and the accounting 
profession?
• Will it be good for America’s financial 
markets and economic growth?
But we’ve looked beyond legislation. 
We’ve engaged in a long and serious 
process of introspection at the AICPA — 
over what went wrong and what must be 
done to make it right.
What went wrong?
For executives of Enron, WorldCom, 
and yes, for some auditors, part of the 
problem was simple greed or arrogance.
Part of the problem was the pressure of 
a market in which the difference of a 
penny or two in earnings could lead to 
the difference of a billion or two in 
market cap.
Part of the problem was a failure of 
some auditors to step up to their own 
responsibility.
As well, part of it is the financial report­
ing model itself: The proper treatment 
of many issues is not clear, such as 
off-balance-sheet activity. Financial 
statements are not written in plain English.
Disclosure is periodic, even though the 
Internet allows it to be provided in 
real-time.
Part of the problem is a GAAP model 
with too many rules that leaves too little 
room for principle-based judgment. And 
even where GAAP does allow for such 
judgment, far too many preparers don’t 
exercise it — opting for a form of 
“connect-the-dots” accounting that doesn’t 
necessarily draw a full and complete 
picture of a company.
And part of it is the fact that institution­
al investors and other market professionals 
have not traditionally provided feedback to 
the AICPA’s standard-setting process. In 
retrospect, we could and should have done 
more to solicit it. Now, we must demand it.
Clearly, part of the problem was some 
inherent weaknesses in disciplinary and 
monitoring processes for the profession. 
And part of it is the threat — real or 
perceived — of auditor dependency on 
fees from major clients.
Part of the problem is an inclination 
among many auditors to assume good 
intent. Most of those who make up the 
leadership of corporate America are 
honest, with the interests of their 
shareholders foremost in mind. But an 
auditor must carry a standard of 
professional skepticism into each and 
every audit. As President Reagan said of 
arms negotiations with the Soviets, ‘Trust, 
but verify.” That’s our obligation to 
shareholders.
These are explanations — but they are 
not excuses. They remind us that there is 
no one simple answer to the question: what 
went wrong? And there will be no one sim­
ple answer to the question: what must we 
do to make it right?
The accounting profession must start 
with a basic commitment. A commitment 
that has governed the AICPA and its 
members since the organization was 
founded over a century ago.
Let me illustrate that commitment with 
a story about an auditor named Al Bows, 
who this summer was the subject of a 
profile in the Wall Street Journal. Al went 
to work for an audit firm in the depths of 
the Depression. Public companies had just 
been mandated to have their financial 
statements certified. There were no 
nationally recognized standards in place, 
no history to draw upon.
Bows took pride in helping to reform 
capitalism. He took pride in something 
else too — his integrity. One day he 
discovered that the CEO of one of his 
client companies was secretly running a 
competing business on the side to siphon 
off profits.
The client controlled a major account 
for Bows. But Bows told him to cut the 
con game out — or he’d turn him in. The 
client was angry — but he stopped cheat­
ing his shareholders.
Al Bows possessed a characteristic 
crucial to the profession. He had the guts to 
say no — even when he had a lot to lose.
That is exactly what investors deserve
— auditors who say “No.”
Let there be no doubt: Hundreds 
of thousands of members of the CPA 
profession say no every day.
“No” means protecting the public 
interest by rejecting unsound corporate 
accounting practices. “No” means
reducing the risk of deceit and fraud. “No” 
means ensuring that audited statements are 
not just accurate, but illuminating. “No” 
means questioning and challenging 
management. When justified, it means 
rejecting management’s accounting 
decisions.
Saying “no” means saying ”yes” to 
protecting the public interest. Only if 
auditors are fully prepared to say “no” will 
investors be fully prepared to say “yes.”
“No” is not always easy to say. But 
obscured by the recent focus on our 
profession is the fact that auditors say it 
every day. These stories rarely come to 
light — because an auditor prevails on 
clients to do the right thing.
Every day, an auditor is telling a 
corporate executive what must be 
disclosed, why an item can’t be treated in 
a certain manner, or why a certain activity 
must be shown on the balance sheet.
Every year, members of the AICPA 
collectively conduct almost 17,000 audits 
of public companies — audits that are 
unblemished by restatements or allega­
tions of impropriety. That doesn’t even 
include hundreds of thousands of audits of 
privately held companies, and government 
and not-for-profit institutions — audits that 
exemplify the highest standards of integrity.
That’s the true spirit of the accounting 
profession — a spirit we must marshal in 
pursuit of a fair investment climate. We 
must strive for zero audit defects, knowing 
full well that a combination of factors will 
prevent us from ever achieving perfection. 
But when a failure occurs, we must be 
unrelenting in ensuring that its weaknesses 
are not repeated.
The President and Congress have taken a 
significant step. The accounting profession 
is determined to carry the cause forward.
We realize that no single initiative will 
rebuild investor confidence; no single 
magic bullet will put fraud or malfeasance 
to rest.
Months of introspection at the AICPA 
have brought us to the conclusion that we 
have six leadership roles to fulfill.
All of them require cooperation with 
other important players, who have jurisdic­
tion in many vital areas.
First, the AICPA has a role as a standard 
setter.
While the new Public Company 
continued on page 7
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Accounting Oversight Board has broad 
responsibilities, CPAs have a responsibility 
to set standards for their own profession — 
just as professionals do in medicine, 
engineering and architecture.
• To ensure that our standard-setting 
capacity is as robust as possible, the 
AICPA will make it a priority to obtain 
greater involvement of the users of 
financial statements in setting auditing 
standards.
• We are developing new guidance regarding 
an auditor’s potential dependency on 
fees from large clients, including 
discussion with audit committees about 
potential dependency and expanded 
rotation requirements for key personnel. 
The guidance would also consider 
compensation policies that reward 
partners primarily based on auditing 
proficiencies and policies that prevent a 
firm from penalizing a partner who says 
“No” at the risk of losing a client. 
Second, the AICPA has a role as a liaison
between market institutions and corpora­
tions, jointly shaping programs and policies 
to guard the interests of investors.
Reducing the incidence of financial fraud 
will require a partnership among auditors, 
corporate management and all financial 
professionals — with the goal of achieving an 
environment of fraud-free financial reporting.
• We will design anti-fraud criteria and 
controls intended for public corporations, 
targeted for introduction next June. We 
invite corporate America to work with us.
• We are calling on the Auditing Standards 
Board to enhance our existing attestation 
standard for CPAs to test and report on 
client anti-fraud controls and programs 
—and to develop ways to communicate 
the results to the public.
• We will be sponsoring a summit — 
before the end of this year — of financial 
executives, corporate directors, audit 
committees, stock exchanges, analysts, 
and regulators to identify new anti-fraud 
initiatives and collaborate in implement­
ing them.
Third, the AICPA has a research role. 
Academic research can provide new 
insights into the who, what, when, where, 
and why of corporate fraud. These 
insights will improve corporate fraud 
prevention controls, strengthen undergraduate
education, and enhance audit procedures to 
detect fraud.
• Today, I am pleased to announce that the 
AICPA, the University of Texas at Austin 
and the Association of Certified Fraud 
Examiners are jointly establishing an 
Institute for Fraud Studies. We call upon 
leaders in corporate America and CPA 
firms to participate in this initiative. We 
are committed to incorporating the 
research results into the task of standard 
setting. One of the outcomes must be 
improved investor education. For that 
reason, one of the first research projects 
will be to study how investors can help 
protect themselves against fraud.
Fourth, the AICPA has an educational 
role. We are developing training programs 
aimed at combating fraud.
• We will initiate discussions with the 
American Accounting Association, the 
Federation of Schools of Accountancy, 
chairs of university accounting programs 
and college textbook publishers aimed at 
promptly incorporating fraud prevention 
materials into the accounting curriculum 
and university textbooks. This will give 
students the knowledge and skills to 
understand the fundamental characteristics 
of fraud, identify factors that may indi­
cate it exists, and acquire enhanced inter­
viewing techniques. The AICPA will 
work with academic institutions to 
develop appropriate materials, targeted 
for inclusion in college courses in the fall 
of next year.
• We further believe all members of the 
AICPA should commit more time to 
continuing education in the area of fraud 
detection. While considerable ongoing 
professional education is required to 
maintain professional standards, we are 
calling on audit and finance professionals 
dealing with public companies to commit 
at least 10% of their continuing educa­
tion to the area of fraud detection.
• We are urging stock exchanges to 
mandate effective anti-fraud training for 
all members of management, boards of 
directors and audit committees. As a 
public service, by the end of this year we 
will develop and make available, free of 
charge, training programs focusing on 
the roles and responsibilities of manage­
ment and those in corporate governance.
Fifth, the AICPA has a role to play in 
advancing the level of financial reporting.
Achieving more transparent financial 
reporting is central to ensuring fair markets 
and restoring investor confidence. We are 
eager to pursue this goal in concert with the 
Financial Accounting Standards Board and 
with leading corporate organizations. We 
seek to work with all interested parties — 
but we are prepared to move forward on our 
own if necessary.
• One of our first steps is to initiate a 
debate within the accounting community 
on how to differentiate between the 
needs of widely held and privately held 
businesses — and how to reform GAAP 
to reflect this reality. Given the media 
focus on public companies, it’s easy to 
lose sight of both the importance of small 
business and its unique reporting needs. 
As a first step in addressing this, the 
AICPA is asking all of our committees 
and those of state societies that deal with 
small-company issues to put this high on 
their agendas. Feedback is due by the 
first quarter of next year.
• We will work with the Financial 
Accounting Standards Board to ensure an 
improved reporting model is built that will 
provide investors with higher-quality 
information — addressing such issues as 
off-balance-sheet activity, liquidity, finan­
cial performance indicators and unreport­
ed intangibles.
• In addition, we’re working with the 
Canadian Institute of Chartered 
Accountants to lead the way in updating 
the reporting model. We’ve jointly devel­
oped the Value Measurement and 
Reporting Collaborative, which brings 
together stakeholders in the financial 
reporting process from around the world 
to determine the best methodologies for 
value measurements and reporting. This 
will enable investors to see more infor­
mation about what makes a company 
successful. It will also help boards of 
directors and senior management to 
make better strategic decisions.
• We fully support the SEC’s current 
proposal to expand and enhance the 
disclosure of estimates and accounting 
policies. When the new rules are 
finalized, we will provide our members 
with tools to implement it. The
continued on page 8
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additional disclosures should either be includ­
ed as part of the financial statement disclo­
sures or as part of Management’s Discussion 
and Analysis. And we fully support the audi­
tor’s examination of MD&A. As well, the 
Auditing Standards Board is seeking input 
from users of financial information as to other 
types of information that should be communi­
cated by the auditor.
Sixth, the AICPA has a role in promoting 
strong corporate governance and internal con­
trol systems. A public company’s ability to 
withstand pressures to provide false informa­
tion to the public depends largely on those 
factors.
• For that reason, we are calling on the 
Auditing Standards Board to revise existing 
internal controls and reporting standards so 
that the public will be put on notice when the auditor commu­
nicates internal control weaknesses to the audit committee. 
Situations that will be considered as constituting reportable 
conditions will include one individual holding the dual posi­
tions of Chairman of the Board and CEO, or an audit commit­
tee that is not fulfilling its mission. It may include lack of 
mandatory anti-fraud education, or lack of a Code of Conduct. 
In fulfilling all of these roles, the AICPA has an overriding mis­
sion: to shape an accounting culture for the future that surpasses the 
legacy of our past.
Over the past few months, certainly one good thing has occurred: 
the importance of the audit has been reaffirmed — loud and clear. 
Now, we must build on its core value.
The AICPA will be both a watchdog and a source of leadership. 
We pledge to be a force for raising new issues and examining 
issues that are raised by others. We will serve as common ground 
for all in the profession and those involved in the financial report­
ing process to bring their concerns and proposals.
To be certain, none of us — auditors, corporations or investors
— will look back fondly on this year. But the 350,000 members of 
the AICPA are concentrating on looking forward.
We’re looking forward to implementing the fundamental reforms 
enacted by Congress.
We’re looking forward to working with lawmakers, corporations 
and the public to implement new reforms as necessary.
Forward to rebuilding the faith of investors in the audited finan­
cial statement as an open window into publicly traded companies.
Forward to reclaiming our profession’s heritage as a bedrock of 
business integrity.
And continuing our historic role as trusted advisors to businesses 
of all sizes and protectors of the public interest.
It will not be easy. But we are committed to it. We are commit­
ted to moving forward.
We will rebuild trust in our profession -  brick by brick.
I thank you for joining me today, and we look forward to work­
ing with you in the months and years ahead.
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As a result of investigations of alleged violations of the Codes of 
Professional Conduct of the AICPA and/or state CPA societies, the 
following ethics cases have been resolved by settlement agreement 
under the Joint Ethics Enforcement Program:
• William C. Berry of Mineral Wells, Texas, 
suspended from membership in the AICPA 
for two years, effective Mar. 18, 2002.
• Donald A. Dean of Baton Rouge, La., sus­
pended from membership in the AICPA and 
the Society of Louisiana CPAs for one year, 
effective May 28, 2002.
• Paul J. Koutek of Hinsdale, Ill., suspended from membership in 
the AICPA and the Illinois CPA Society for six months, effec­
tive Apr. 6, 2002.
• D. Michael Leary of Creve Coeur, Mo., suspended from mem­
bership in the AICPA and the Missouri Society of CPAs for two 
years, effective July 3, 2002.
• Thomas R. Perz of Waukesha, Wis., expelled from membership 
in the AICPA and the Wisconsin Institute of CPAs, effective 
May 22, 2002.
• Michael J. Pieczynski of Ozark, Mo., expelled from member­
ship in the AICPA and the Missouri Society of CPAs, effective 
May 28, 2002.
• Robert M. Renshaw of St. Charles, Mo., expelled from 
membership in the AICPA and the Missouri Society of CPAs, 
effective May 28, 2002.
As a result of decisions by hearing panels of the Joint Trial Board, 
the following members have had their AICPA memberships:
— Terminated:
• Randles S. Needham of Glen Ridge, NJ., effective July 18, 2002.
• James A. Ullrich of Conroe, Texas, effective July 27, 2002.
• Charles T. Young of Union, NJ., effective July 18, 2002.
—Admonished:
• Timothy J. Moriarty of Medina, N.Y., effective July 18, 2002. 
Following a denial by an ad hoc committee of the Joint Trial
Board of a request for a review of the decision of the original trial 
board, the following members have had their AICPA memberships:
—Terminated:
• John I. Bean of Richmond, Va., effective June 27, 2002.
• Suellen Doubet of Wagoner, Okla., effective June 27, 2002.
— Suspended for one year:
• James O. Taylor of Bolingbroke, Ga., effective June 27, 2002. 
Under the automatic disciplinary provisions of the Institute’s
bylaws, the following members have had their AICPA 
i memberships:
— Terminated because of final judgments of conviction for 
crimes punishable by imprisonment for more than one year:
• Dennis M. Gaito of Edison, N.J., effective May 14, 2002.
• Ronald J. Kaley of Wyoming, Mich., effective May 14, 
2002.
— Terminated following a denial by an ad hoc committee of the 
Joint Trial Board that the automatic disciplinary action not apply to 
his circumstance:
• Thomas G. Sims of Minnetonka, Minn., effective July 9, 2002. 
Details on these disciplinary actions can be accessed through:
www.aicpa.org/pubs/cpaltr/index.htm
Firm Expelled from SEC Practice Section
On June 28, 2002, a hearing panel of the SEC Practice Section 
Executive Committee concluded that the firm of Roger G. Castro, CPA 
of Oxnard, Calif., was guilty of both failing to comply with SEC 
Practice Section membership requirements and failing to cooperate 
with the SECPS Peer Review Committee, and expelled the firm from 
membership in the SEC Practice Section effective July 28, 2002. The 
hearing panel based its decision on its findings that the firm failed to 
have a concurring partner review on its audit of the financial statements 
of clients which are SEC registrants and failed to comply with the 
actions deemed necessary by the SECPS as a condition of re-admit­
tance to the SECPS. Specifically, that the firm have an outside party, as 
had been agreed to by the firm and approved by the committee, per­
form pre-issuance reviews of each of the firm’s SEC engagements and 
submit the results of those reviews to the committee within 30 days 
from the date the outside party completes his or her review on the first 
SEC engagement and then quarterly thereafter.
Live Webcast Series on New SEC Developments 
Debuts September 19
Recognized experts from the AICPA and CFO magazine kick off a new 
quarterly Webcast series on Thursday, Sept. 19, from 1:00 p.m. to 
2:55 p.m., ET. The four-part series covering important new develop­
ments at the Securities and Exchange Commission is co-presented by 
CFO magazine. The series, which is highly recommended for members 
who audit or prepare public company financial statements, runs just 
before the end of each calendar quarter (see schedule at right).
Each of the two-hour Webcasts will focus on important new reg­
ulatory issues, new accounting and reporting issues and new Division 
of Corporation Finance issues. Members may sign up for an individ­
ual event or a money-saving one-year (4-Webcast) subscription. 
Here’s the schedule:
Thurs., Sept. 19, 2002* 1:00 p.m. -  2:55 p.m.
Thurs., Dec. 19, 2002 1:00 p.m. -  2:55 p.m.
Thurs., Mar. 20, 2003 1:00 p.m. -  2:55 p.m.
Thurs., June 19, 2003 1:00 p.m. -  2:55 p.m.
Each Webcast in the series enables members to pose questions and 
get feedback from the presenters. To sign up online, logon to 
www.cpa2biz.com/webcasts, add the SEC Webcast Series (or Sept. 
19 event only) to your shopping cart, or call 888/777-7077 and 
request Webcast code CPWBCBR2002020 for the subscription 
series (price: $249) or Webcast code CPWBC091902000 for the 
Sept. 19 event only (price: $79). Recommended CPE: 2 credits per 
Webcast.
*This Webcast also will be available on VHS tape by Oct. 1 (No. 
CPWBC091902020; price: $49; no CPE credit.) Members who sub­
scribe to the full 4-part series of Webcasts after Sept. 19 can obtain 
this video without charge.
disciplinary 
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continued from page 1 — Sarbanes-Oxley Act
and the new PCAOB begin imple­
menting the legislation. To read a 
detailed description of the Act, visit 
www.aicpa.org/info/Sarbanes_Oxley_sum­
mary.htm.
Significant Provisions
This section provides a summary of some 
of the more significant provisions affecting 
CPAs. It is not a comprehensive analysis of 
all the changes to occur.
Among other things, the provisions of 
the new law dramatically affect 
consulting services, CPAs with 
tax practices and CPAs in busi­
ness and industry — and could 
lead to a “cascade effect” where­
by other regulatory bodies or 
agencies adopt the rules result­
ing in additional burdens for CPAs and 
their non-public company clients.
With regard to consulting services, the 
Act lists eight types of services that are 
“unlawful” if provided to a publicly held 
company by its auditor: bookkeeping, 
information systems design and 
implementation, appraisals or valuation 
services, actuarial services, internal audits, 
management and human resources 
services, broker/dealer and investment 
banking services, and legal or expert 
services related to audit services. It also has 
one catch-all category authorizing the 
board to determine by regulation any 
service it wishes to prohibit for auditors of 
publicly held companies. Other non-audit 
services — including tax services — 
require pre-approval by the audit 
committee. Pre-approved non-audit 
services must be disclosed to investors in 
periodic reports.
Since “expert” services are not defined 
in the Act, and it is not clear how broadly 
the board or SEC will define this term, it is 
possible that some tax services the 
profession views as traditional may be con­
strued as “expert,” and therefore might not 
be permitted by any firm providing audit 
services to publicly held audit clients. The 
AICPA will work with the board or SEC to 
help them understand the importance of
audit firms being able to provide tax 
services for publicly held audit clients.
On the business and industry side, CPAs 
working in financial management areas of 
public companies will need to be aware of 
the new responsibilities of chief executive 
officers and chief financial officers, who 
are now required to certify company finan­
cial statements. They also have a greater 
duty to communicate and coordinate with 
corporate audit committees who are now 
responsible for hiring, compensating and 
overseeing the independent auditors. There 
are new requirements 
regarding enhanced finan­
cial disclosures as well. 
Furthermore, of particular 
concern is the “cascade 
effect” that the scope of 
services restrictions could have on small 
businesses and accounting firms. The 
AICPA’s major concern is that the new 
legislation by Congress could become a 
template for parallel state legislation or rule 
changes that directly affect both non-public 
companies and the CPAs who provide 
services to them. The AICPA is working 
closely with state CPA societies and others 
to help legislators and regulators at the 
state level understand that the Sarbanes- 
Oxley Act was intended to apply only to 
publicly traded companies and their audit 
firms, and to mitigate the cascade effect.
What We Advocated
Shortly after Enron’s collapse, the 
profession’s leadership realized that the 
public who relies on the services of public 
company auditors no longer accepted our 
system of self-regulation and that CPAs had 
to take the lead in pursuing significant 
reform. The AICPA advocated:
• Creating a new private-sector 
regulatory body responsible for the 
discipline and quality monitoring of 
firms auditing public companies.
• Moving from public oversight to public 
participation in these elements of 
regulation of public company auditors.
• Restricting auditors of public companies 
from performing certain non-audit
services that the public perceived as a 
conflict of interest.
• Limiting the composition of audit 
committees to individuals independent 
of management and knowledgeable and 
experienced in financial matters.
• Establishing penalties for executives 
who supply false information to or 
mislead their auditors.
In addition, we continue to encourage 
the Financial Accounting Standards Board 
to address the meaningfulness of the 
financial reporting model and the related 
disclosures. Also, fundamental changes are 
forthcoming to the audit risk model 
currently under consideration by the 
AICPA’s Auditing Standards Board. By the 
end of the year, the ASB will 
issue a new standard on fraud, amending 
the existing one, which will significantly 
enhance the auditor’s procedures and 
processes to detect material fraud in 
financial statements.
Resources to Help You
Several resources are being developed to 
help members understand the ramifications 
of the Sarbanes-Oxley Act of 2002. A new 
toll-free number (866/265-1977) is 
available for any questions your firm or 
company may have about the legislation, 
how it will be implemented and how to 
comply. You will receive a response within 
24 hours. The hotline, which is staffed 
Monday through Friday, will remain in 
operation for the remainder of 2002.
In addition, the AICPA will be creating 
periodic Webcasts to brief members on 
issues as they emerge, as well as short 
video clips and news alerts that will be sent 
to members through e-mail. To change 
or provide your e-mail address, call 
Member Satisfaction at 888/777-7077 or 
send the information via e-mail to 
memsat@aicpa.org.
Firm leaders are encouraged to attend a 
Nov. symposium developed by the AICPA 
Management of an Accounting Practice 
Committee regarding the new auditing 
reforms and the latest developments in the 
profession.
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Highlights of Board of 
Directors’ July Meeting
Following are some of the more significant 
actions and events that took place at the 
AICPA’s Board of Directors’ meeting 
July 11-12:
• Since the meeting was in mid-July when 
there was a flurry of activity surrounding 
new regulation of the accounting profes­
sion, the board was briefed on the SEC’s 
and Congress’s proposals, as well as
state legislative activity (see page 1).
• Chair James G. Castellano discussed his 
proposed plan to improve communica­
tion with the membership and key con­
stituencies. The board contributed some 
thoughts, and agreed that AICPA staff 
should move ahead with implementing 
the Member Outreach Program.
• Work continues on converting the paper- 
based Uniform CPA Examination to a 
computer-based exam; the last paper 
exam will be given in Nov. 2003.
Progress with the project’s finances, sys­
tems and content development was 
shared with the board.
• On the international front, the board 
approved two reciprocal agreements: 
one for members of the Institute of 
Chartered Accountants in Australia and 
licensees in the United States, and one 
for members of the Instituto Mexicano 
de Contadores Publicos, members of the 
Canadian Institute of Chartered 
Accountants and licensees in the U.S.
Surveying Members about 
International Tax Treaties
The AICPA Tax Division is seeking mem­
ber input via a short survey on income tax 
treaties. The input will be used for com­
ments to Treasury regarding United States 
income tax treaty negotiations. 
Specifically, we are interested in 
encouraging Treasury to negotiate 
treaties with countries that currently 
have no income tax treaty with the 
U.S.
Provide your input on this issue 
by Oct. 1 by completing the short 
survey at www.cpa2biz.com/tax.
IRS to Broaden Circumstances 
for Requesting Audit 
Workpapers
Evaluating the balance sheet tax liability 
account and the income statement provi­
sion for taxes is an important part of any 
audit. Workpapers supporting this evalua­
tion often contain sensitive information 
about contingent or potential liability for 
transactions whose tax treatment may not 
be self-evident. Although these “tax accru­
al workpapers” could provide a laundry list 
of items to challenge, the IRS has had a for­
mal voluntary restraint program in place 
since 1981 under which audit workpapers 
are treated as the last place to turn for tax­
payer business information. This restraint 
arose out of the IRS’s recognition that, 
without unfettered communication 
between auditor and client, information 
contained in tax accrual workpa­
pers could result in less reliable 
audited accounts.
Recently, the IRS announced 
(Announcement 2002-63) a 
change in policy which will allow 
agents more access to these work­
papers when an audit client has undertaken 
a transaction which the Service believes 
constitutes a tax shelter. For returns filed 
after June 30, 2002, that include a “listed 
transaction,” the IRS will request the tax 
accrual workpapers pertaining to that trans­
action. A listed transaction is one that (1) 
the IRS has cited in published guidance as 
a tax avoidance transaction; or (2) is “sub­
stantially similar” to a published tax avoid­
ance transaction.
The IRS will generally request the tax 
accrual workpapers under the following 
circumstances:
(1) If a listed transaction was properly 
disclosed to the IRS, the Service will
routinely request only those workpapers 
pertaining to the listed transaction.
(2) If an undisclosed transaction is discov­
ered, the Service will routinely request all 
tax accrual workpapers.
(3) If a return involves multiple listed 
transactions, then the Service will, subject 
to its own discretion, request all tax accru­
al workpapers.
(4) To the extent a taxpayer has reported 
"financial accounting irregularities" 
(restatements, for example), the IRS will, 
subject to its own discretion, request all tax 
accrual workpapers — even if the listed 
transaction was disclosed.
(5) If a return filed prior to July 1, 2002, 
involved an undisclosed listed transaction, 
the IRS may request the tax accrual work­
papers pertaining to that transaction.
The Supreme Court, in the 1984 United 
States v. Arthur Young case, upheld the IRS's 
right to obtain tax accrual workpapers under 
the Service's summons authority. Although 
the IRS has traditionally exercised restraint in 
using this authority, it is relaxing this restraint 
to address what it sees as a need to curb tax 
avoidance transactions. The AICPA has 
already had one meeting with top IRS offi­
cials on the new policy, is planning a second, 
and will closely monitor IRS requests for tax 
accrual workpapers.
Panelists Needed to Set 
Passing Standards for 
Computer-Based CPA Exam
The AICPA is forming panels to help set 
passing standards for the computer-based 
Uniform CPA Examination. A series of 
two-day operational standard-setting 
sessions is scheduled for Dec. 2002, and
qualified CPA volunteers are needed to 
participate in the sessions (one panel for 
each of the proposed four examination 
ections). Participation will require a two- 
day time commitment during Dec. 11-19 .
Volunteers should be CPAs with 3-7 
years of experience and must have 
supervised new CPAs within the past 12 
months. The panels will consist of CPAs 
representing a cross-section of accounting
professionals in terms of firm size, region of 
country, sex, ethnicity and other important 
demographics. Panelists may not be 
affiliated with CPA Exam preparation and 
review programs. If you are interested, e- 
mail your name, address and qualifications 
to cpaexam@aicpa.org. More information 
about the panels will be posted at 
www.cpa-exam.org. Panelists may be 
eligible for CPE credits.
Tax
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NASDAQ Stock Exchange Announces Use of XBRL for Financial Reports
In what may be the most significant adoption news to date for 
extensible Business Reporting Language (XBRL), the NAS­
DAQ Stock Exchange, along with M icrosoft and 
PricewaterhouseCoopers, announced the launch of a pilot 
program to provide investors with remote access to 
financial data from five years of financial reports for 21 
NASDAQ-listed companies. The data, which is formatted 
in XBRL and publicly available via a NASDAQ-hosted 
Web service, will showcase XBRL’s ability to allow for 
easy comparisons of the financials of companies 
within a particular industry. XBRL does not require investors or 
analysts to manually retrieve the data from individual 
financial documents.
XBRL is a free extensible Markup Language specification 
that uses accepted financial reporting standards and practices to
translate financial reports across all software and technologies. 
“XBRL will better serve all users of financial information 
through quicker access to meaningful financial 
data that enables better management decisions,” 
said Al Anderson, senior vice president of 
AICPA Member and Public Interests. “XBRL 
also can help companies and the accounting pro­
fession move toward real-time, online reporting 
by automating the manual process of re-keying 
financial information from one software format to another for 
analysis and/or distribution.”
More than 140 of the world’s leading accounting, software, 
business and technology companies and organizations participate 
in an AICPA-founded global consortium, XBRL International 
(www.XBRL.org), to support the development and use of XBRL.
New Senior VP of Public Affairs Appointed
James A. O’Malley has been appointed AICPA Senior Vice President- 
Public Affairs, effective Sept. 9. He replaces John E. Hunnicutt who 
is retiring after a successful career with the AICPA. O’Malley will 
head the Institute’s Washington, D.C., office, reporting directly to 
President and CEO Barry Melancon. He will direct activities in the 
areas of congressional and political affairs, regulatory affairs, public 
relations and communications, relations with state CPA societies,
academic affairs and career development, minority initiatives, and 
women and family issues. O’Malley’s area of responsibility will be a 
key component of the AICPA’s activities as it continues to be the 
largest organization representing CPAs in the world.
Prior to joining the Institute, O’Malley served as chair of the 
Creative and Advertising Practice at Burson-Marsteller, one of the 
world’s major public relations firms. He also has held senior posts in 
governmental affairs and communications at several organizations.
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A News Report to Members
Additional Aspects of Sarbanes-Oxley 
Act Explained
Highlights
2
Repeat of Women’s 
Financial Health Week Set 
for January 2003
3
“Chair’s Comer”
4
Introducing AICPA 
Business Solutions
5
“CPA” Logo Accessories 
Collection Order Form
6
New Fraud Audit Standard 
Approved by Auditing 
Standards Board
7
“Now Available”
At press time, the 
Auditing Standards Board 
had approved for final 
issuance the proposed 
fraud audit standard. The 
statement will amend 
existing standards and 
provide improved guid­
ance to auditors in fulfill­
ing their responsibility as 
it relates to detecting 
material fraud in audits of 
financial statements. See 
page 6.
Last month’s CPA Letter highlighted some of 
the more significant and better known 
provisions of the Sarbanes-Oxley Act of 2002. 
In response to member inquiries, this follow- 
up article briefly describes some additional 
provisions that have important ramifications, 
especially for public accounting firms auditing 
public companies.
Registration Process
After the new Public Company Accounting 
Oversight Board established by the 
Act is “certified” (that is, the 
Securities and Exchange Commission 
declares the PCAOB operational and 
able to carry out its responsibilities), 
which must occur no later than the end 
of Apr. 2003, public accounting firms 
will have 180 days to register with the 
board. Most of the provisions affecting 
practitioners will be effective upon the firm 
becoming registered.
The board has 45 days to act upon any 
application, and audit services cannot be 
performed for a public company after the 180- 
day period. Therefore, firms are cautioned to 
allow sufficient time to get registered — up to 
135 days (180-45).
Who needs to register? Accounting firms 
that “prepare or issue” or “participate” in the 
preparation of an audit report for an “issuer” 
must sign up with the board. The term “issuer” 
is defined in the Act and is a key factor in 
determining whether registration is required. 
But the definition still leaves many unanswered 
questions that need to be addressed before the 
full breadth of the Act is known. Likewise, it is 
unclear what is meant by the word “participate” 
in the preparation of an audit report for an 
issuer. This, too, will have to await rulemaking 
to clarify what firms need to register.
Filing the registration is significant because 
it includes consent by the firm to cooperate 
with the board in requests for documents and
testimony and an agreement to obtain similar 
consents from each person providing any 
audit services to issuers. It also requires 
similar consents and agreements for foreign 
firms. Finally, firms are required to update this 
information at least annually.
Funding
The only fees firms pay to the board are for the 
cost of processing and reviewing the applica­
tions and annual reports. The board will get its 
major funding from issuers in proportion 
to their equity market capitalization.
Non-Audit Services
Most of the non-audit services that the 
Act says cannot be performed by audit 
firms for their public company clients were 
already prohibited by the SEC’s auditor 
independence rules. New to the list of banned 
non-audit services is “expert services.” In 
addition, both internal audit outsourcing and 
information systems and design — which had 
exceptions under the SEC’s rules — are now 
strictly prohibited. All other services are 
considered to be permitted, including tax ser­
vices, if pre-approved by the audit committee.
Document Retention
Document retention is governed by three 
provisions (which are not consistent): a 
seven-year period for all documents that sup­
port a firm’s report (not effective until a firm 
is registered); a five-year period in the crimi­
nal provisions of the Act that covers all audit 
and review workpapers (this appears to be 
effective immediately; the SEC will be 
releasing rules relating to documents covered 
by this section); and an undefined category 
of documents in connection with the board’s 
inspection program which awaits board rule- 
making as to its nature and scope.
continued on page 8
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Repeat of Women’s Financial 
Health Week Set for January 
2003
Building on a successful debut early this year, 
the AICPA will launch on Jan. 13, 2003, the 
second annual “Women’s Financial Health 
Week” public education campaign in support 
of the Personal Financial Specialist credential. 
Once again, Money magazine, the 
country’s leading personal-finance 
magazine, will co-sponsor the 
campaign.
Women’s Financial Health Week 
is designed to arm women with 
enough information to make educated deci­
sions about savings, retirement plans, IRAs 
and more. The CPA planner is positioned as 
the ideal adviser to help them achieve their 
financial goals.
Women’s Financial Health Week 2002 
reached nearly 18 million women through 
print and broadcast media. A custom Web site, 
www.womensfinancialhealthweek.com, gar­
nered almost 10,000 hits. Key components of 
the Web site, all of which will be offered again 
this year, included live chats with CPA/PFS 
professionals, a personal finance makeover 
contest to win a free session with a CPA/PFS, 
and a CPA/PFS referral database and demo­
graphic log-in section.
In the spring, the AICPA received a Big 
Apple Award for Women’s Financial Health 
Week in the category of Marketing 
Communications: Professional Services. The 
Big Apple Awards, presented by the Public 
Relations Society of America, recognize com­
munication professionals and public relations 
programs that achieve standards of excellence, 
solve problems, change opinions and create 
opportunities.
For more information about the CPA/PFS 
credential:
pfs.aicpa.org
pfs@aicpa.org
“CPA” Logo Golf Balls, 
Computer Backpacks, Watches 
Help Promote the Profession
Members’ use of the “CPA” logo on business 
and promotional material increases the visibil­
ity of the profession’s designation and rein­
forces the messages of the national image 
enhancement campaign. Among the gifts and 
giveaways available featuring the profes­
sion’s logo and/or tagline are Titleist DT 
distance golf balls and golf shirts, heavy­
weight sweatshirts, compartment bags 
and travel mugs. New products to the 
collection include a computer backpack 
and a clip-on logo watch.
To purchase these or other logo products, 
use the CPA Accessories Collection order 
form that appears on page 5 of this newsletter 
(the form may be photocopied). Be advised 
that the distribution company does not have 
copies of the order form. You may also obtain the 
form through:
  www.biggameamerica.com/cpa.html
OCC Looking for CPA to Serve as 
Senior Bank Accountant
The Office of the Comptroller of the Currency 
is currently accepting applications for the posi­
tion of Senior Bank Accountant, located in 
Washington D.C. The ideal candidate should 
be a CPA with four or more years of experi­
ence in bank accounting and a solid under­
standing of GAAP. Responsibilities include 
developing and interpreting accounting policy, 
working with accounting standard setters and 
other bank regulatory agencies to analyze and 
address emerging accounting issues, and 
researching and responding to accounting 
questions from OCC staff, bankers and public 
accountants. The salary range is $74,295 — 
$133,732, including a geographical pay differ­
ential of 13.2%. For information about the 
position and how to apply, see vacancy 
announcement #DEU-W0-02-06 on the OCC 
Web site at www.occ.treas.gov or call the 
Chief Accountant’s Office at 202/874-5180.
Exempt Organization Panel 
Requests Examples of Joint 
Ventures
The Exempt Organization Taxation Technical 
Resource Panel is preparing an Information 
Letter Request to the Internal Revenue Service 
containing examples of ancillary joint ventures 
between tax-exempt organizations and for- 
profit investors that would not jeopardize the 
organization’s exempt status. We are develop­
ing scenarios that illustrate situations not cov­
ered by the two extreme examples provided in 
Rev. Rul. 98-15. In addition, we will suggest 
that the IRS address whether or not each joint 
venture described would generate unrelated 
business income to the tax-exempt organiza­
tion. Members are encouraged to e-mail exam­
ples of such joint ventures, as well as their sug­
gested tax treatment, to lwinton@aicpa.org by 
Nov. 15, 2002.
CPA Letter Supplements 
Available
To obtain any of the public accounting, busi­
ness and industry, internal audit, or govern­
ment member-segment supplements produced 
this month with The CPA Letter, visit:
 www.aicpa.org/pubs/cpaltr/index.htm
PUBLIC MEETING NOTICES
For detailed agendas, dial 201/938-3787 
from a fax machine and key in document no. 
1206 two weeks prior to these meetings.
Accounting Standards Executive 
Committee: Oct. 22-23, New York; Dec. 
5-6 Las Vegas
Auditing Standards Board: Oct. 29-31, 
New York
Professional Ethics Executive 
Committee: Nov. 14—15, Washington, D.C.
Other Meetings
Annual Members’/Fall Council 
Meeting: Oct. 20-22, Maui, Hawaii
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By James G. Castellano, CPA 
Chair, AICPA Board o f  Directors
This is my last opportunity to author the 
“Chair’s Comer,” and I’d like to take this 
opportunity to pay tribute to you, CPAs and 
members of the AICPA. The intense issues 
we faced this year clearly demonstrated the 
critical role that CPAs play in our capital 
market system. Most importantly, the 
challenges we faced highlighted the 
importance of a unified profession — 
respecting our differences, yet acting as one 
in commitment to our core values and in 
support of our profession’s role as guardians 
of the public interest.
We shared the sadness and felt the pain 
that were brought on by revelations of 
failure by some in our profession to live up 
to our core values. I had the opportunity this 
year to communicate with thousands of 
members, by speaking at conferences, 
attending state society functions, 
corresponding by letter or e-mail or simply 
speaking over the phone. We all struggled
with emotions ranging from sorrow to anger 
arising from these failures. But it was clear 
to me in my interaction with members that 
we shared these common emotions — 
passion about our profession and pride in 
being CPAs.
I am proud of the hundreds of thousands 
of CPAs who perform their duties each and 
every day with the highest degree of 
integrity, intent on doing things right and 
helping their employers and clients do 
things right. When I spoke at Council last 
Oct., I acknowledged that “as individuals 
we may not be perfect but as a profession 
we are perfectionists in our commitment to 
ethics and excellence.” The pain felt 
by all of us as a result of the 
recent corporate scandals is a clear 
reminder of the importance of that 
commitment.
I thank those members who 
offered suggestions and feedback respect­
fully and directly to me, our Board and staff 
at the AICPA during the past year. No 
question there was controversy, and many 
different views about the cause and what 
should be done. But there is also no ques­
tion that our ability to increase confidence in 
our profession is greatly enhanced by work­
ing together and seeking to speak with a 
unified voice. Healthy debate, conducted 
respectfully and professionally within the 
profession, is a good thing. It helps us to 
reach the right conclusions.
I thank all members of the AICPA staff 
led by our CEO, Barry Melancon, for their 
incredible work under most difficult circum­
stances this year. As a volunteer for AICPA 
committee service for over twenty years, I
had the opportunity to work with and 
observe the skills of many AICPA staff 
members. But as Chair of the Board, partic­
ularly in the most intense time of crisis 
recently experienced, I was able to see the 
depth of talent and passion that our staff has 
for our profession. For them we are very 
grateful.
And I thank our Council and Board of 
Directors for their leadership. They faced 
some very difficult decisions and their com­
mitment to act in the best interest of the 
entire profession is what we expect from 
leaders. In particular, the leadership and 
passion of our diverse Board of Directors 
was of tremendous service to our 
profession. The Board, twenty-three 
members, including seven from 
small firms, four from mid-sized 
firms, two from international firms, 
four from industry, two from govern­
ment and education, three public members 
and our CEO, devoted countless hours and 
months of introspection to seriously con­
sider the changes needed to increase confi­
dence in our profession. They are dedicated 
professionals, giving freely of their time, 
working to preserve the legacy of honor and 
integrity for future generations of CPAs.
In closing, I thank you for the privilege 
of serving as your Chair in this most historic 
time for our profession. I urge you to pledge 
your support to a unified profession, to offer 
your respectful and professional suggestions 
to our incoming leadership as they devote 
their time freely to moving our profession to 
new heights. Thank you.
James_Castellano@rbg.com
Quarterly Series of Live Webcasts for Financial 
Professionals Sponsored by AICPA and 
CFO.com Kicks Off Oct. 17
Chief financial officers and other top financial professionals team up 
with AICPA and CFO.com experts to help you manage complex 
issues pertaining to off-balance-sheet financing, auditing, ERISA, 
XBRL, corporate disclosure, financial reporting, treasury manage­
ment and more. The quarterly CFO Roundtable Series, beginning 
Thursday, Oct. 17, is a cost-efficient and time-efficient way to keep 
abreast of professional developments in this turbulent economic and 
regulatory climate -  while earning continuing education credits.
Here is the schedule for the quarterly CFO Roundtable Series:
• Oct. 17, 2002 1:00 p.m. -  2:55 p.m., ET 
(“Technology Touchstones”)
• Jan. 18, 2003 1:00 p.m. -  2:55 p.m., ET
• May 15, 2003 1:00 p.m. -  2:55 p.m., ET
• July 17, 2003 1:00 p.m. -  2:55 p.m., ET
Price: A one-year subscription (4-event series) costs $249. A 
single event costs $79. CPE credit: 8 per subscription. Note: 
registrations cannot be accepted after noon Eastern Time on the day 
of the Webcast.
For ordering information, visit www.cpa2biz.com/webcasts or 
call 888/777-7077.
Address changes/membership information (Member Satisfaction 
Center)
  memsat@aicpa.org   888/777-7077
  800/362-5066   Voice Mail Box comments,
  888/999-9252
c hair's
 corner
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As a result of an investigation of alleged vio­
lations of the Codes of Professional Conduct 
of the AICPA and/or state CPA societies, the 
following ethics case has been resolved by 
settlement agreement under the Joint Ethics 
Enforcement Program:
• Frank O. Walker of Bay City, Texas, 
expelled from membership in the AICPA 
and the Texas Society of CPAs, effective
July 17, 2002. _______
As a result of a decision
by a hearing panel of the 
Joint Trial Board, the fol­
lowing member has had his 
AICPA membership:
— Suspended for two years:
• Irwin P. Israel of Huntingdon Valley, Pa., 
effective July 18, 2002.
Under the automatic disciplinary provisions 
of the Institute’s bylaws, the following mem­
bers have had their AICPA memberships:
— Terminated because of a final judgment of 
conviction for a crime punishable by 
imprisonment for more than one year:
• Stephen J. Caraccia of New York, 
effective July 24, 2002.
— Terminated following revocation of his 
CPA certificate to practice by his state board 
of accountancy:
• Michael L. Gargiulo of Babylon, N.Y., 
effective July 24, 2002.
Details on these disciplinary actions can 
be accessed through:
  www.aicpa.org/pubs/cpaltr/index.htm
disciplinary 
actions 
 
Firms Terminated from 
Peer Review Program
Effective June 24, 2002, these firms 
were terminated from the AICPA 
peer review program for failure to 
cooperate with the AICPA Peer Review 
Board. Hearing panels deemed that the 
following firm(s):
• Did not complete the corrective or moni­
toring actions required as a condition of 
acceptance of the firms’ most recent peer 
reviews: Ernest W. Sammons, CPA, 
Winchester, Ky.; Anthony Fields & 
Associates, Elburn, Ill.; William Sheley 
Warnock Jr., CPA, El Paso, Texas.
• Did not acknowledge their agreement to 
take corrective or monitoring actions on 
their most recent peer reviews: Steven J. 
Plotnik and Associates P.C., Lathrup 
Village, Mich.; Pasquale C. Noto, CPA, 
Ottawa, Ill.
Effective June 24, 2002, the firm 
of McAllister & Lewis, P.C., was terminat­
ed from the AICPA peer review program 
for not cooperating with the AICPA Peer 
Review Board regarding the firm's failure 
to submit the overdue documents on its 
most recent peer review. The firm has 
subsequently complied.
Effective June 24, 2002, the firm of 
Perry Hay & Chu, Woodland Hills, Calif., 
was terminated from the AICPA peer 
review program for not cooperating with 
the AICPA Peer Review Board regarding 
the firm's failure to complete corrective or 
monitoring actions as a result of its most 
recent peer review. The firm has subse­
quently complied.
Introducing AICPA Business 
Solutions
You can now offer clients advanced payroll services through a 
program built specifically for CPAs. With AICPA Business 
Solutions, remain in control of your client relationships and 
facilitate payroll services for your clients without actually 
having to be in the business of processing payroll — you will 
still be able to leave the “heavy lifting” of payroll processing to 
an outsourced payroll provider. By participating in our Referral 
Program, you will be eligible to earn rewards, and 
your clients will receive a free introductory period and 
a one-year money-back satisfaction guarantee.
With these payroll solutions, you will help your 
clients: save time, headaches and the expense of in- 
house payroll processing; simplify the payroll process, 
gain more accuracy and control and avoid mistakes; limit expo­
sure to payroll tax penalties; and access company and employee 
payroll data at any time. Plus, with personalization options, your 
logo and color scheme can be placed directly on your clients’ 
payroll applications, increasing your presence in their business.
To find out more about this new AICPA Business Solution: 
  866/207-0239
www.cpa2biz.com/BusinessSolutions
technology
New Ernst & Young Tax Resources 
Now Available to AICPA Members
CPA2Biz, Inc. recently announced a strategic alliance with Ernst & 
Young LLP. The alliance brings together a leader in domestic and inter­
national tax advisory services with the AICPA’s exclusive 
distributor of online and offline products and services for CPAs.
Ernst & Young will utilize the CPA2Biz online platform to offer 
CPAs the firm’s groundbreaking Online Tax Advisor. Ernst & Young’s 
Online Tax Advisor provides written tax advice on a wide range of 
issues through an electronically connected network of the 
firm’s tax professionals. All responses are delivered in a 
pre-determined timeframe and meet Ernst & Young’s rig­
orous quality standards.
With this tool, CPAs now have a direct connection to 
more than 300 tax professionals from Ernst & Young’s 
specialty tax practices (for example, international, mergers & acquisi­
tions and real estate as well as over 20 other (groups). This unprece­
dented alliance delivers a “back office” service for AICPA members to 
get specialized tax consulting service with written practical tax research 
and advice.
Ernst & Young developed the Online Tax Advisor’s research capa­
bilities as a best practice internally and with select clients. Through the 
CPA2Biz platform, tax practitioners from around the country can now 
access Ernst & Young’s tax professionals 24 hours a day, seven days a 
week in a secure online environment.
For more information, visit the Tax Resource Center at:
  www.cpa2biz.com/tax
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CPA Accessories Collection
Price: $30.00.....................................................
Lee Crossgrain Heavyweight Crewneck Sweatshirt 
Colors: Athletic Grey Only 
Sizes: S,M,L,XL,XXL
Price: $30.00 .................................................
Ladies Cross Creek Cool Knit Polo 
Colors: Black or Putty 
Sizes: S,M,L,XL
Price: $30 .00.....................................................
Men's Cross Creek Cool Knit Polo 
Colors: Black or Putty 
Sizes: S,M,L,XL,XXL
Price: $48.00..............................................
Computer Backpack
Padded computer compartment, cell phone pouch, 
water bottle pocket, and file divider. Embossed CPA logo. 
Colors: Black only 
Price: $ 2 0 .00
Ladies Clip-On Brushed Cotton Visor 
with Removable Ball Marker 
Colors: Black or Putty 
One Size Fits All
Price: $44.00.....................................................
Ladies Micronylon Compartment Bag 
18"L x 14"H x 4.5"W 
Colors: Black only
 P rice   $38.00/doz. ...........................................
Titleist DT Distance Golf Balls
 Price: $22.50/302............................................
Top Flite XL Distance Golf Balls
..Price: $2.80 ____
1/'2" Die-Cast Metal Lapel pin
Post Back (Item l-P) or Safety Back (Item l-S)
 Price: $15.00.....................................................
100% Cotton Twill Hat. Pre-Curved Visor 
Colors: Black or Khaki 
One Size Fits All
Price: $13.00  ......  .......... .......
Stainless Steel travel Mug
 Price: $35.00......................................................
Deluxe Expandable Saddle Bag
P ric e :$25.00.......................................................
Clip-lt Watch
Sporty unisex clip-on watch and compass. Clip on backpacks, 
baby joggers, golf bags, or inside hand bags. Citizen movement. 
Water resistant. Scratch resistant lens. CPA logo on dial.
BIG GAME 776 Bay Road Hamilton, M A01982
Web site: www.biggameamerica.com/cpa.html 
e-mail: kbrophy@ attbi.com (for inquiries only.)
Tel. (978) 468-9759 
SHIP TO :
N am e____________________
Fax (978) 468-9758
Firm or Organization 
Street Address*  
City -State. Zip
Commercial □  
Phone ( )
Residential □
Shipping & Handling Charges
These charges are in addition to the final sale price of the ordered items.
Order Amount S&H Charges Order Amount S&H Charges
Up to $5.00 $3.67 $60.01-$80 $9.75
$5.01-$20 $4.75 $80.01-$100 $10.75
$20.01-$40 $5.75 $100.01-$250 $15.75
$40.01-$60 $ 7 7 5 O ver $250 7 %  of order
Allow 4-5 weeks for delivery Overseas please add $10 UPS Ground Trac Delivery
charge card number
Signature_
exp. date
* NO P.O. BOX, P LE A S E C P A  O R D E R  FO R M
*Shipping Charges Order Amount 
**Sales Tax: Only on non clothing/ 
non-food items with MA as the 
delivery destination 
Make Checks Payable to: 
Big Game Outfitters
Item Color Size Quantity Total Price
Paid By:
□  Check □   Money Order
□   MasterCard □   Visa
Total Amount 
*Shipping Charges
" 5 %  MA only Sales Tax
(not on food or cloths)
Grand Total
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New Fraud Audit Standard 
Approved by Auditing Standards 
Board
A new fraud audit standard approved by the 
Auditing Standards Board last month repre­
sents a major step toward helping auditors 
unearth material fraud during an audit. The 
statement, which offers improved guidance 
for auditors and amends the existing stan­
dards in Statement on Auditing Standards 
No. 82, Consideration of Fraud in a 
Financial Statement Audit, will be released 
in early Nov.
The ASB believes that the requirements 
and guidance provided in the statement will 
result in a substantial change in auditor’s 
performance and thereby improve the likeli­
hood that auditors will detect 
material misstatements due to fraud 
in a financial statement audit. The 
ASB also believes that the statement 
will result in an increased focus on 
professional skepticism in the con­
sideration of the risk of fraud in a financial 
statement audit.
AICPA-sponsored research on how audi­
tors were implementing the existing stan­
dards and how those standards might be
improved, as well as recommendations from 
numerous groups and individuals representing 
a wide array of stakeholders in the 
financial reporting process, all were important 
in the development of the new standard. 
“This new fraud standard is the product 
of a thoughtful and open standards- 
setting process that constantly seeks to 
improve audit quality,” said James S. 
Gerson, chair of the ASB.
While significant on its own, the fraud 
audit standard is part of a broader initiative to 
address fraudulent financial reporting and 
improve fraud prevention. Watch The CPA 
Letter for further developments.
just in..,
AICPA CPE Seminars
Tax season is just around the comer. To 
hear the latest changes in taxation and 
many other areas, contact your 
participating state CPA society about these 
seminars and ask for your $30 
AICPA member discount.
Tax law changes and updates is 
an area where you must keep up to 
date. AICPA’s Federal Tax 
Update by Biebl and Ranweiler 
(PTU) is a one-day program that covers all 
legislative, judicial and IRS developments 
of the past year with a focus on implemen­
tation and compliance. For more intense 
training, choose one of our two-day work­
shops. Our Individual and Corporate Tax 
Workshops by Biebl and Ranweiler pro­
vide the latest information and changes 
you will need as you prepare for a new tax 
season. (Also available as CPE self-study 
courses; see self-study courses at right for 
details.)
Government Auditing Standards are
changing rapidly. In July, the GAO issued 
a Q&A to provide additional implementa­
tion guidance, extension of the effective 
date, addition of the grandfather clauses 
and more planned changes. With the new 
independence standard issued and an 
omnibus proposal standard to revise the 
entire Yellow Book on the horizon, attend 
the AICPA’s Yellow Book: Government
Auditing Standards (EO-YB) for the
latest in government auditing standards. 
Also available as a CPE self-study course 
in both text (No. 736110CPA10; price: 
$149.60 member/$187 non-member) and 
video (No. 187100CPA10; price: $178.40 
member/$223 non-member) formats.
The Sarbanes-Oxley Act of 2002 
will have a significant impact on 
companies that issue publicly traded 
securities (issuers) and their audi­
tors. What are these changes? How 
will these changes impact you? All 
of AICPA’s accounting/auditing update 
courses have coverage of the provision 
changes.
For dates and locations, call 
888/777-7077 or visit www.aicpa.org/pro- 
motions/cpefavorites.htm.
Self Study Courses
New Videocourse Format — SEC 
Reporting. Members can now choose the new 
videocourse format (No. 186747CPA10), ideal 
for group staff training, or the text format (No. 
736747CPA10). Prerequisite: Ability to 
prepare standard financial statements and 
evaluate financial statement disclosures. 
Recommended CPE credit: Videocourse, 12; 
Text, 11. Level: intermediate. Price: 
Videocourse, $216 member/$270 
non-member; Text, $180 member/$225 
non-member.
New Edition—AICPA’s Federal Tax 
Update, by Biebl and Ranweiler, 
2002-2003 Edition, (No. 731131CPA10). 
Leading tax authorities Andrew Biebl and 
Robert Ranweiler cover how to effectively 
and confidently complete tax planning and 
compliance engagements. Prerequisite: 
Familiarity with federal tax issues for 
various entities. Recommended CPE cred­
it: 8. Level: Update. Format: Text. Price: 
$119.20 member/$149 non-member.
New Edition—Corporate Income Tax 
Returns Workshop, by Ranweiler and 
Biebl, 2002, (No. 735195CPA10). 
Ranweiler and Biebl provide their unique 
perspective on the latest tax changes. 
Prerequisite: Basic knowledge of 
corporate taxation. Recommended CPE 
credit: 8. Level: Update. Format: Text. 
Price: $119.20 member/$149 non-member.
New Edition— Individual Income 
Tax Returns Workshop, by Ranweiler and 
Biebl, 2002 (No. 735194CPA10). A 
roundup of all the important tax changes 
and a wealth of tax-planning tips and strate­
gies. Prerequisite: Basic knowledge of indi­
vidual income taxation and Form 1040 
preparation. Recommended CPE credit: 10. 
Level: Update. Format: Text. Price: 
$149.60 member/$187 non-member.
For information on how to order self- 
study courses, see page 7. Coming Next 
Month—New editions of the popular Kess 
Corporate Tax Returns Videocourse and 
Individual Tax Returns Videocourse.
CPEnews
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AICPA P ro fessio n a l S tan dards  (No. 
005102CPA10) contains all of the outstand­
ing pronouncements on professional stan­
dards issued by the AICPA, the International 
Federation of Accountants, and 
the International Accounting
  now 
available
Standards Board. Many sec­
tions of this two-volume 
Professional Standards have 
been indexed for effortless data 
retrieval. Price: $119 member,
$148.75 non-member.
AICPA Technical Practice Aids (No. 
005142CPA10) contains all outstanding 
AICPA statements of position, practice bul­
letins and Practice Alerts issued through June 
1, 2002. In addition, this useful reference 
presents a nonauthoritative section that offers 
carefully thought-out responses to selected 
inquiries received by the AICPA Technical 
Hotline and AICPA Technical and Industry 
Committees. Price: $88 member, $110 
non-member.
Single Audits—2002 (No. 
022443CPA10). This new addition to the 
AICPA's Audit Risk Alert product line is a 
must for auditors who perform U.S. Office of 
Management and Budget Circular A-133 
audits (also known as “Single Audits”). 
Among other things, it includes an overview 
of the single audit process, an update on key 
legislative and regulatory developments, a 
summary of the feedback received from the 
AICPA peer review process and quality con­
trol reviews performed by various federal 
agencies, and an update on applicable stan­
dards and guidance. Price: $16 member, $20 
non-member.
FASB Accounting Standards—Original 
Pronouncements, published by the Financial 
Accounting Standards Board (No. 
005122CPA10). This three-volume set con­
tains the original text of accounting standards 
pronouncements with superseded sections 
and amendments clearly noted. It has been 
updated for all pronouncements issued 
through June 1, 2002, including FAS 145, 
Rescission of FASB Statements No. 4, 44, 
and 64, Amendment of FASB Statement No. 
13, and Technical Corrections, and F TB 01- 
1, Effective Date fo r  Certain Financial 
Institutions o f Certain Provisions of 
Statement 140 Related to the Isolation of
Transferred Assets. A comprehensive topical 
index is included in the material contained in 
the Original Pronouncements, as well as in 
the Current Text. The EITF Abstracts (a sum­
mary of proceedings of the FASB
Emerging Issues Task Force) and 
other supplemental guidance from 
the FASB are in the form of ques­
tion-and-answer Special Reports. 
Price: $122 (available only to 
AICPA members).
FASB Accounting Standards—Current 
Text, published by the Financial Accounting 
Standards Board (No. 005112CPA10). This 
two-volume set is expertly prepared and 
updated, and includes current accounting 
standards through FAS 145, Rescission of 
FASB Statements No. 4, 44, and 64, 
Amendment of FASB Statement No. 13, and 
Technical Corrections, and FTB 01-1, 
Effective Date fo r  Certain Financial 
Institutions o f Certain Provisions of  
Statement 140 Related to the Isolation of 
Transferred Assets. Arranged by subject and 
fully indexed for easy reference, the informa­
tion is organized within two logical classifi­
cations: General Standards, generally applic­
able to all enterprises, and Industry 
Standards, applicable to enterprises operating 
in specific industries. The 2002 edition also 
includes a new appendix, Appendix H, 
“Excerpts from Concepts Statement 7.” 
Price: $114 member (available only to 
AICPA members).
Special Combo Package — AICPA 
Professional Standards and FASB 
Accounting Standards — Current Text, No. 
005152CPA10. Price: $182 (available only to 
AICPA members).
Special O ffer — Save $144. Buy 
all five AICPA and FASB professional litera­
ture titles — a $531 value. No. 
005162CPA10. Price: $387 (available only to 
AICPA members).
Audits of State and Local Governments 
(GASB 34 Edition)— Audit and 
Accounting Guide (No. 012662CPA10). If 
you have state or local government clients, 
they either are or soon will be affected by 
GASB Statement No. 34, Basic Financial 
Statements — and Management’s Discussion 
and Analysis — fo r  State and Local 
Governments, as amended — standards that
could significantly change the way they 
report their financial information. The GASB 
34 edition of the guide will help you to audit 
those financial statements. This new Audit 
Guide not only addresses the GASB stan­
dards for financial reporting, the financial 
reporting entity, various accounts in the 
financial position and activity statements, 
and budgetary reporting, but also provides 
guidance on planning, performing, evaluat­
ing the results of, and reporting on your 
audit, including new illustrative auditors’ 
reports on those financial statements, based 
on “opinion units.” The guide applies to all 
governmental entities, including those that 
have been or are covered by other AICPA 
Audit and Accounting Guides.
The guide is effective for audits of state 
and local governmental financial statements 
for the first fiscal period ending after June 
15, 2003, in which the government does 
apply, or is required to apply, the GASB’s 
new financial reporting standards, with 
earlier application encouraged. Additional 
information about GASB 34 can be found in 
The CPA L etter’s public accounting and 
government member-segment supplements 
published this month (see page 2 for access 
instructions). Price: $42.40 member, $53 
non-member.
Service Organizations: Applying SAS No. 
70, as Amended — AICPA Audit Guide 
(No. 012772CPA10). Service organizations 
provide services ranging from performing a 
specific task under the direction of a company 
to replacing entire business units or functions 
of that company. Many companies use service 
organizations to accomplish tasks that affect 
the company’s financial statements. In recent 
years, there has been a significant increase in 
the use of service organizations. Because 
many of the service organizations’ functions 
affect a company’s financial statement, 
auditors auditing the company’s financial 
statements may need information about those 
services, the related service organization’s 
controls, and their effects on the company’s 
financial statements. This Audit Guide is 
designed to provide guidance to auditors 
reporting on a service organization’s controls. 
It also provides guidance to auditors of 
companies that use service organizations. 
Price: $42.40 member, $53 non-member.
To order, write: CPA2Biz Customer Service Center, CPA10, Harborside Financial Center, 201 Plaza Three, P.O. Box 2209, Jersey City, NJ 
07303-2209; fax 800/362-5066; call 888/777-7077 (8:00 a.m. to 8:00 p.m., ET); shop online at www.cpa2biz.com; or e-mail service@cpa2biz.com. 
Orders totaling $300 or less must be prepaid by check or credit card. Prices do not include shipping and handling, or sales tax if applicable. Have 
membership number ready.
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continued from page 1— Sarbanes-Oxley Act Provisions
Inspections
One of the board’s duties is to conduct 
inspections (formerly peer reviews) of the 
registered firms. For firms with more than 
100 issuers as clients, the inspections will 
occur annually. For all others, an inspection 
will occur at least every three years. The 
board could adjust these schedules at its dis­
cretion. It does not appear that firms will pay 
the cost of these inspections.
But the board’s inspection concept is fun­
damentally different from the current peer 
review. It is no longer firm on firm and it is no 
longer remedial.
Inspections will be conducted by the 
board’s inspectors (although it remains to be 
seen whether the board will hire outside firms 
to assist in this process). Any violations of the 
Act, the rules of the board or the SEC, 
professional standards, or a firm’s own 
quality control policies, could be the basis for 
disciplinary action by the board and reported 
to the SEC and state accountancy boards.
They also will inspect matters subject to liti­
gation. (One further note, a question remains 
as to whether the board’s inspection program 
will satisfy the peer review requirements of 
some of the state accountancy boards.)
Disciplinary Functions
Disciplinary functions are another major 
activity of the PCAOB. Many are similar to 
what is already in place by the AICPA and the 
SEC. However, there is no deferral for 
matters subject to litigation. And while confi­
dentiality provisions protect most documents 
prepared or received by the board in 
connection with investigations, they can be 
shared with regulators. Regarding sanctions, 
fines range from $100,000 for individual neg­
ligent conduct to $15 million to a firm for 
knowing or intentional conduct, including 
recklessness and repeated acts of negligence.
Foreign Firms
The Act applies to foreign firms which furnish
reports with respect to any issuer and could 
apply, if the board so rules, to foreign firms that 
play a substantial role in the audit process. 
However, a U.S. registered firm that relies on 
the opinion of a foreign accounting firm is 
deemed to have consented to supplying the 
audit workpapers of the foreign firm in 
response to a request by the board or SEC and 
to have secured the agreement of the foreign 
firm to such production as a condition of its 
reliance on the opinion — but foreign law may 
not permit this. There is an exemption 
authority with the SEC and the board to deal 
with such matters.
Continue to watch The CPA Letter and visit 
www.aicpa.org for further details as develop­
ments occur. President Bush signed the 
Sarbanes-Oxley Act on July 30; the SEC has 
90 days from that date to identify board mem­
bers and 270 days from that date to certify that 
the board is operational.
Rich Miller, General Counsel, 
rmiller@aicpa.org
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New Fraud Audit Standard Will Help Auditors 
Uncover Fraud; Cornerstone of Comprehensive 
Anti-Fraud Program
A new fraud audit standard recently 
approved by the Auditing Standard Board 
officially launches the AICPA’s anti-fraud 
program designed to rebuild investor confi­
dence in our capital markets and re-establish 
audited financial statements as a clear pic­
ture window into corporate America. From 
providing CPAs with clarified and focused 
auditing guidance to establishing a new 
institute on fraud studies, the AICPA is 
determined to help reduce the incidents of 
financial statement fraud.
Statement on Auditing Standards No. 99, 
C o n sid era tio n  o f  F raud in a F inan cia l 
Statement Audit, carries the same title as its 
predecessor but is clearly more far-reaching 
than SAS No. 82. The new provisions of SAS 
No. 99 include sections dealing with: brain­
storming the risks of fraud while emphasizing 
increased professional skepticism; discus­
sions with management and others as to 
whether they are aware of fraud; the use of 
unpredictable audit tests; and responding to 
management override of controls by requiring 
on every audit certain procedures responsive 
to detecting management override. The new 
auditing standard is effective for audits of 
financial statements for periods beginning on 
or after Dec. 15, 2002; however, the AICPA is 
encouraging firms to implement the new 
auditing standard early.
More specific information on the new 
fraud audit standard as it 
relates to members in public 
practice, or members in busi­
ness and industry or internal 
audit is provided in the 
respective member-segment 
supplements produced with 
this issue of The CPA Letter.
Information for the other 
segments will be covered in 
upcoming issues.
AICPA President and 
CEO Barry C. M elancon 
announced anti-fraud initia­
tives in his Sept. 4 speech at the Yale Club in 
New York (The CPA Letter, Sept., pages 
5-8). Taken together, the initiatives establish 
a culture that preventing and detecting fraud 
is everybody’s business -  the auditing com­
munity, corporate America and the financial 
reporting community (including analysts 
and the stock exchanges).
In changing the accounting profession’s 
attitude toward fraud, two things need to 
occur. On the one hand, we must raise aware­
ness within corporate America, as the first 
line of defense against fraud is preventing it 
in the first place. A second line of defense is 
corporate employees who identify and report 
fraud. On the other hand, auditors need 
enhanced auditing skills — especially inter­
viewing skills — coupled with greater profes­
sional skepticism. Auditors must ask the right 
questions and question the answers, and 
obtain audit evidence that supports the 
answers. Moreover, auditors who identify 
fraud risks must know how to change audit 
procedures to handle the situation.
Besides the new fraud audit standard, spe­
cific AICPA anti-fraud initiatives include:
• Establishing an Institute for Fraud 
Studies, in conjunction with the 
University of Texas at Austin and the 
A ssociation of Certified Fraud 
Examiners, to explore the origin of and 
continued on page 8
The Fraud Triangle
Incentive/Pressure
Incentives or pressures on management 
or other employees to materially misstate 
the financial statements.
Example. Financial stability or profitabili­
ty is threatened by economic, industry or 
entity operating conditions as indicated 
by significant declines in customer de­
mand and increasing business failures in 
either the industry or overall economy.
Opportunity
Circumstances that provide an opportuni­
ty to carry out a material misstatement in 
the financial statements. 
Example. The nature of the industry or 
the entity's operations provide opportuni­
ties to engage in fraudulent financial re­
porting due to assets, liabilities, revenues 
or expenses based on significant esti­
mates that involve subjective judgments 
or uncertainties that are difficult to cor­
roborate.
Attitude/Rationalization
An attitude, character or set of ethical 
values that allows one or more individuals 
to knowingly and intentionally commit a 
dishonest act, or a situation in which 
individuate are able to rationalize com­
mitting a dishonest; act (e.g., the environ­
ment imposes sufficient pressure on 
them to meet certain goals or targets). 
Example. There is a practice by manage­
ment of committing to analysts, creditors 
and other third parties to achieve overly  
a ggressive or unrealistic forecasts.
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William F. Ezzell Becomes New 
AICPA Chairman of the Board
William F. Ezzell is the new chairman of 
the AICPA Board of Directors. His term, 
which became effective at the fall govern­
ing Council meeting, will expire in Oct. 
2003. Ezzell is a partner in the Washington, 
D.C., office of Deloitte & Touche and cur­
rently manages the firm’s government rela­
tions program. From 1989 to 1993, he was 
the firm ’s National Audit Partner for 
Financial Institutions.
Ezzell has been active on many 
important AICPA volunteer bod­
ies, including the board of direc­
tors, Council, the Strategic 
Planning Committee and the Joint 
AICPA/National Association of 
State Boards of Accountancy National 
Steering Committee on Regulation of the 
Profession. He has chaired the Institute’s 
Federal Legislative Task Force and 
Accountants’ Legal Liability Committee. 
He also served as chairman of the Group of 
100, a board of volunteers whose mandate 
is to research and propose initiatives for the 
advancement of the accounting profession.
AICPA Fully Committed to 
Working with New Public 
Company Accounting 
Oversight Board
At press time, the Securities and Exchange 
Commission was close to naming the head 
of the new Public Company Accounting 
Oversight Board, established by the 
Sarbanes-Oxley Act of 2002, as well as its 
other four members. The AICPA has stated 
that since the selection of PCAOB mem­
bers is the responsibility of the SEC, the 
Institute will begin dialogue with the SEC 
on the Sarbanes-Oxley Act as soon as the 
new board has been put in place. The 
Institute is “fully committed and looks for­
ward to working with the SEC and the 
PCAOB for the successful implementation 
of both the letter and spirit of the new law.”
AICPA Represented on Panel to 
Judge American Business 
Awards for 2003
AICPA President and CEO Barry 
Melancon is a member of the Board of 
Distinguished Judges & Advisors for the
2003 American Business Awards, which 
has been called “the business world’s own 
Oscar awards.” Other judges on the panel 
include Donald Trump and Forbes pub­
lisher Rich Karlgaard. The award program 
offers more than 40 categories 
honoring companies, individuals, 
teams and corporate media. As 
business professionals, CPAs are 
invited to submit nominations for 
the award, which are due Nov. 25. 
For more information and a nomi­
nation kit, call 212/946-4773, e-mail 
aicpa@ americanbusinessawards.com, or 
visit aicpa.americanbusinessawards.com.
Call for Nominations for AICPA 
Distinguished Achievement in 
Accounting Education Award
State CPA societies and individuals are 
invited to nominate accounting educators 
for the 2003 AICPA D istinguished 
Achievement in Accounting Education. 
This award is designed to recognize full­
time college accounting educators distin­
guished for excellence in teaching and for 
national prominence in the accounting pro­
fession. The nominee must be a current 
full-time or recently retired (within the past 
five years) accounting educator at a post­
secondary educational institution; must be 
distinguished for excellence in classroom 
teaching; must be involved in curriculum 
development; must be contributing to the 
accounting profession; and must exemplify 
the philosophy of the CPA Vision.
Nominations are due Feb. 1. For details 
on eligibility requirements, nominating 
process and application procedure:
www.aicpa.org/members/div/career/ 
edu/laaea.htm
How to Request Copyright 
Permission from the AICPA
Members and others who wish to repro­
duce content from any AICPA publication 
(or Web site) must first obtain copyright 
permission from the Institute. The most 
expeditious way to do so is through our 
Web site (www.aicpa.org). Click on the 
copyright symbol at the bottom of our 
homepage. Next, click on the resulting 
copyright menu link to “Copyright 
Permission Request Form,” fill in all rele­
vant sections of the form online, and then 
click on the “Submit” button at the bottom 
of the page. You should receive an official 
AICPA permission agreement in the mail 
approximately one week later.
In most cases, a modest fee will be 
charged for requested copying privileges. 
The fee schedule (including fee exceptions) 
is also available on our Web site (go back to 
copyright menu, then click on “Copyright 
Permission Fee Schedule” link).
www.aicpa.org/cpyright.htm
201/938-3245 to check status of 
submitted request
CPA Letter Supplements 
Available
To obtain any of the public accounting, 
business and industry, internal audit, gov­
ernment or education member-segment 
supplements produced this month with The 
CPA Letter, visit:
www.aicpa.org/pubs/cpaltr/index.htm
PUBLIC MEETING NOTICES
For detailed agendas, dial 201/938-3787 
from a fax machine and key in document no. 
1206 two weeks prior to these meetings.
Accounting Standards Executive 
Committee: Dec. 5-6, Las Vegas 
Auditing Standards Board: Dec. 17-19, 
Tempe, Ariz.
The CPA Letter (ISSN 0094-792x) November 2002, is published monthly, except bimonthly Feb./Mar. and July/Aug. Publication and editorial 
office: 1211 Avenue of the Americas, New York, NY 10036-8775, 212/596-6200. Periodicals postage paid at New York, NY and at additional mail­
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Dept., Harborside Financial Ctr., 201 Plaza Three, Jersey City, NJ 07311-3881. The CPA Letter— Online is available at http://www.aicpa.org, 
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Get AICPA E-Mail Customized to Fit Your Needs: 
Update Your Profile on aicpa.org
During this time of unprecedented change for the profession, the 
need for updated, accurate information is at an all-time high. 
Legislative and regulatory changes are unfolding rapidly and 
have broad implications for CPAs. Members have repeatedly told 
us that e-mail communications are the most effective way to keep 
them up-to-date with what’s happening. In recent months, we 
have concentrated on improving the flow of timely, relevant 
information to your desktop. And we are determined to enhance 
the quality of information we deliver. With your help, our com­
munications can be customized to meet your unique needs.
E-Mail Customized for You
Want communications about legislative issues but not confer­
ences? Want information about CPE but not publications? We’ve 
created a new system on www.aicpa.org that allows you to opt-in 
or out of the e-communications that will provide the most value 
to you. This customized approach will allow you to decide how 
much or how little information you receive.
What Kind of Information Is Available?
By sharing your e-mail address, you will have access to the latest 
news, legislative developments and learning opportunities. You 
will automatically receive top news and important messages from
the Institute President and Chairman. Most importantly, you can 
decide which communications provide the most value to you. 
Some examples are:
• AICPA News Update: An e-newsletter focused on the legisla­
tive developments related to the profession.
• Conference Announcements: The latest on conferences and 
online learning.
• E-Newsletters: Electronic newsletters focusing on areas of 
special interest.
• Member Insurance and Retirement Programs: Updates on 
our insurance and retirement programs.
How to Update Preferences, Add Your E-Mail
To update your profile with preferences or add your e-mail 
address to our database, visit www.aicpa.org after Nov. 15 and 
click on the box in the top right comer. To access your member 
profile, you will be asked to enter your last name, member num­
ber and date of birth. You will then be prompted to create a user 
name and password so you can enter the site in the future. Also, 
be assured we will not sell your information to third parties. 
Your e-mail address will be used only for the information you 
choose.
IRS Releases Final Circular 230 Regulation Amendments; 
Tax-Shelter Related Amendments to Be Issued Later
The Internal Revenue Service has published final regulations 
regarding amendments to Circular 230 involving non-tax-shelter 
related practice before the IRS. The IRS is expected to re-propose 
(over the next few months) amendments to Circular 230 involving 
tax-shelter related practice matters.
Circular 230 governs the right of CPAs, attorneys, enrolled 
agents and enrolled actuaries to practice before the IRS. A 
brief summary of some of the major provisions of the final 
regulations follows:
• First, Section 10.20 requires (under certain limited con­
ditions) that a practitioner provide information to the 
IRS regarding the identity of persons who may have 
possession or control of requested documents.
• Second, in addition to a requirement to notify a client about 
any noncompliance, error or omission on a client’s part, 
Section 10.21 generally provides that a practitioner must 
advise the client of the consequences of such noncompliance, 
error or omission.
• Third, Section 10.27 clarifies the rules governing the prohibi­
tion on practitioners receiving a contingent fee for positions 
taken or to be taken on an original tax return.
• Finally, the new regulations also address such issues as (a) the 
return of a client’s records, (b) matters involving practitioner 
advertising and solicitations, (c) the disreputable conduct of a 
tax practitioner, and (d) IRS disciplinary proceedings.
The AICPA began discussing with the IRS recommendations 
for amendments to Circular 230 before the IRS released its pro­
posed amendments in Jan. 2001. The AICPA filed comprehensive 
comments on the proposed Circular 230 amendments in Apr. 
2001, and has met on several occasions since then with IRS offi­
cials, as well as filed supplemental comments on specific issues 
under Circular 230.
These final regulations (TD 9011) are published in the 
Internal Revenue Bulletin (IRB 2002-33, 356) dated Aug. 
19, 2002, and online at www.irs.gov/bus_info/bullet.html. 
On that Web page, select “Internal Revenue Bulletin 2002- 
33 Weekly,” then click “Retrieve Selected Files.”
If you have any questions, call Benson Goldstein, Technical 
M anager, at 202/434-9279 or send an e-m ail to 
bgoldstein@aicpa.org.
Where to Turn for Member Services
Address changes/membership information (Member Satisfaction
Center)
 
! H  800/362-5066
888/777-7077
Voice Mail Box comments, 
888/999-9252
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By William F. Ezzell, CPA 
Chairman, AICPA Board o f Directors
It is with a great sense of commitment that 
I took the reigns as chairman of the AICPA 
Board of Directors last month. I look for­
ward to serving this wonderful profession 
and providing the stewardship needed to 
face the challenges -  and opportunities -  
that he ahead.
Welcome to my first CPA Letter col­
umn. This month I Will share some of the 
highlights of my presentation to Council. 
We already have many new initiatives 
under way to address the need to do a bet­
ter job detecting fraud (see page 1), having 
a greater role in Improved corporate gover­
nance, and im plem enting the many
changes that will result from the recently 
enacted legislation and the potential for 
additional legislation in the states. I do not 
plan to add any additional major 
initiatives at this time. Instead, 
restoring confidence in this pro­
fession and in what we do will 
receive my utmost attention as 
this year gets under way. That is 
my agenda, and I will pursue it 
with unfettered passion.
As I see it, this is a year of restoration 
on three fronts:
• Restoring our belief in ourselves and 
our connection to our core values.
• Restoring our reputation with the 
publics we are committed to serve.
• Restoring the shared purpose of this 
profession and the AICPA, the national 
home for all CPAs.
Achieving our goals in these areas will 
result in a boost in our morale — and 
clearly, our individual and collective 
morale needs to be uplifted. We will face 
many challenges in the months ahead but 
we are capable of turning those challenges 
into opportunities. Join with me in taking 
the long-term view and beginning the 
process of rebuilding.
The lessons for us from the past year 
are two-fold. One, make sure CPAs every­
where, including those yet to become 
CPAs, truly understand the core values that 
make us the trusted professionals the pub­
lic and investors have long respected. Two,
keep your pride in your profession. 
Remember that 99.99%  of 350,000 CPAs 
remain the face of honor, integrity, objec­
tivity and commitment to the public trust. 
Accountability has been an integral part of 
how we have always defined ourselves. 
And we stand up to our mistakes.
Whatever segment of the profession 
you’re in, do your job with confidence, 
competence and conviction. Each CPA can 
make a difference in the perceptions some 
may have of all of us. CPA by CPA, we 
can and will regain our reputation -  our 
most prized asset. Without question, the 
overwhelm ing m ajority of us never 
stopped believing in our values.
We know we are a profession, 
guardians of the public trust. And we must 
make every effort to tell others, especially 
our critics, about what we do to live up to 
that status.
This is a time for us to be unified, to 
stand as one. We are a diverse profession 
and that diversity can be our biggest 
strength. However, if we are not careful, 
that diversity can also turn against us and 
become divisiveness. We have a shared 
purpose and core values to guide us. We 
should not abandon those principles in this 
time of turmoil.
Let’s stand together to restore confidence 
and regain the public’s trust in us, as a pro­
fession. It is a priority we all must share.
wezzell@deloitte.com
State CPA Societies to Run Print Ads Intended 
to Help Restore Investor Confidence
As a follow-up to the successful “Each Day, Every Day” print ad that the AICPA and state 
CPA societies ran last spring, three new print ads have been developed and distributed to 
the states for their use in local media. States may choose to run one or more of the ads, 
which also may be converted into one-minute radio spots if that format is deemed more 
effective in that state.
The ads are titled “No,” “Count On Us” and “Forward.” The “Forward” ad is featured 
at right. All three ads are similar in that they relate to the CPA profession’s commitment 
to restoring public confidence and trust in the profession itself.
State societies requested these ads for the interim period while the national image 
enhancement campaign is being evaluated. The Institute currently is conducting research 
with key external audiences to determine to what extent the CPA brand may have been 
affected as a result of the financial crisis over the past 11 months. The results from this 
research will help shape the strategy and message content for a revised image campaign 
New national ads will appear early next year.
chair's
corner
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Members Say CPA Letter Is Useful, Valuable!
New readership survey shows 91% of 
respondents give publication high 
marks
Results from The CPA Letter’s sixth read­
ership survey show the newsletter contin­
ues to be a valuable communications vehi­
cle serving members’ information needs. 
In fact, 91% of respondents gave the 
newsletter an overall rating of good, very 
good or excellent, with 55% rating it very 
good or excellent.
More than 4,400 members were ran­
domly selected to answer the survey, either 
through e-mail or a written questionnaire. 
The survey was conducted during June. 
Below are some of the key findings of this 
comprehensive research effort.
Overall, members are now reading 
more of The CPA Letter and getting to it 
sooner upon receipt. Fully 83% read it 
within five days (versus 78% in the 1999 
survey). Of those, 52% read it within two 
days, consistent with prior surveys. In 
addition, 76% read at least half of it -  58% 
did so in 1999.
Furthermore, 88% of respondents said 
the newsletter adequately identifies impor­
tant issues affecting the profession and 
80% said it addresses those issues with 
sufficient depth so that readers have a
good understanding of them. At the time 
of the survey, the newsletter was exten­
sively covering the fallout from Enron and 
other high-profile business failures as well 
as proposed regulatory and legislative 
developments.
More than four out of ten (45%) con­
sider the publication about as useful now 
as it was two years ago, with another 28% 
saying it is much more or somewhat more 
useful. Interestingly, younger members 
(those under 35 years of age) were more 
likely to say The CPA Letter is more useful 
to them now than it was two years ago.
Questions assessing usefulness of and 
interest in certain features and topics 
were asked as well. While 64% of mem­
bers in 1999 said the annual “Year in 
Review” feature was useful, 75% said so 
this time. Topics highly rated as interest­
ing included incorporating technology 
into the profession (88%), benchmarking 
and financial management (78%), efforts 
to create nationwide reciprocity/unifor­
mity in licensing (72%) and accreditation 
programs/specialty designations (71%). 
News coverage cited as “useful” by a sig­
nificant majority of respondents included 
accounting (90%), IRS/tax (85%), federal 
legislation (78%), financial management
trends and techniques (76%) and FASB 
issues (75%).
Regarding electronic usage and deliv­
ery, 12% of respondents have accessed 
the newsletter on aicpa.org with another 
12% saying they plan to in the future. 
Nearly all (95%) said they have the capa­
bility of receiving the publication elec­
tronically, and 58% would be willing to 
receive The CPA Letter in electronic for­
mat exclusively.
For the first time, the survey used both 
a written and an online questionnaire to 
help uncover any differences among 
respondents in those formats (members 
answered the survey using only one 
method). Respondents answering by e- 
mail generally were younger, slightly 
more likely to be female, had been CPAs 
for four years or less on average, and 
more likely to work for larger firms. 
Despite these differences, responses to 
questions overall did not vary much 
between the two groups.
Members interested in obtaining an 
electronic copy of the report’s “Summary 
of Findings” should contact Joe Bass in 
Public R elations (jbass@ aicpa.org ; 
212/596-6116). Thank you for your input 
and support of The CPA Letter.
FASB Issues Statement on Acquisitions of Financial Institutions, 
Exposure Draft on Accounting for Stock Options
Last month the Financial Accounting Standards Board issued FASB 
Statement No. 147, Acquisitions o f Certain Financial Institutions. 
That statement, which provides guidance on the accounting for the 
acquisition of a financial institution, applies to all acquisitions except 
those between two or more mutual enterprises (the board has a sepa­
rate project on its agenda that will provide guidance on the account­
ing for transactions between mutual enterprises).
Copies of Statem ent 147 may be obtained 
through the FASB’s Order Department by calling 
800/748-0659 or by placing an order on the FASB’s 
Web site at www.fasb.org.
In another action, the FASB has issued an expo­
sure draft, A ccou n tin g  f o r  S tock -B ased  
Com pensation—Transition and Disclosure, that would amend 
FASB Statement No. 123, A ccou n tin g  f o r  S to ck -B a sed  
Compensation. The comment period ends Nov, 4.
According to the board, the proposed amendment is designed to 
enable companies that choose to adopt the preferable fair value 
based method to report the full effect of employee stock options in
their financial statements immediately upon adoption, and to make 
available to investors better and more frequent disclosure about the 
cost of employee stock options. The proposed changes would pro­
vide three methods of transition for companies that voluntarily 
adopt the fair value method of recording expenses relating to 
employee stock options. In addition, the FASB proposes clearer and 
more prominent disclosures about the cost of stock- 
based employee compensation and an increase in the 
frequency of those disclosures to include publication in 
quarterly financial statements.
The FASB plans to issue the amendment to Statement 
123 by the end of this year and its provisions would be 
effective immediately upon issuance. The proposed 
disclosures to be provided in annual financial statements would be 
required for fiscal years ending after Dec. 15, 2002, and would be 
provided in interim financial information required as of the first 
interim period of the first fiscal year beginning after Dec. 15, 2002, 
with earlier application encouraged. A copy of the ED is available 
from www.fasb.org.
acounting 
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As a result of investigations of alleged vio­
lations of the Code of Professional 
Conduct of the AICPA and/or state CPA 
societies, the following 
ethics cases have been 
resolved by settlem ent 
agreement under the Joint 
Ethics Enforcem ent 
Program:
• Jerry E. Clack of Atlanta, 
expelled from m em bership in the 
AICPA and the Georgia Society of 
CPAs, effective Sept. 9, 2002.
• Chow Man Fung of Hong Kong, sus­
pended from membership in the AICPA
for one year, effective Sept. 3, 2002.
• Daniel C. Newman of McMurray, Pa., 
expelled from m em bership in the 
AICPA and the Pennsylvania 
Institute of CPAs, effective 
Sept. 3, 2002.
• Jacob H. Schwartz of 
New York, expelled from 
membership in the AICPA, 
effective Sept. 19, 2002.
Under the automatic disciplinary provi­
sions of the Institute’s bylaws, the fol­
lowing members have had their AICPA 
memberships:
— Terminated because of a final judgment 
of conviction for crimes punishable by 
imprisonment for more than one year:
• Robert P. Hanssen of Vienna, Va., effec­
tive Aug. 6, 2002.
—Suspended following suspension of her 
CPA license by her state board of accoun­
tancy:
• Clara J. Pinkney of Winston-Salem, 
N.C., effective Aug. 6, 2002.
Details on these disciplinary actions can be 
accessed through:
www.aicpa.org/pubs/cpaltr/index.htm
AICPA Annual Report for 2001-2002 Posted to Web Site
The AICPA’s annual report for the fiscal year Aug. 1, 2001, 
through July 31, 2002, has been posted to our Web site in PDF 
format (www.aicpa.org/about/annrpt/homepage.htm). With a focus 
on how CPAs throughout all areas of the profession uphold the 
public trust, the report includes:
• A “Year in Brief’ section highlighting some of the more signif­
icant developments that occurred during the past year.
• A letter to members from former AICPA Chair James G. 
Castellano and President & CEO Barry C. Melancon dis­
cussing the unprecedented challenges that faced CPAs this 
year. The letter elaborates on the profession’s response to the 
high-profile business failures and subsequent legislation, 
demonstrating CPAs’ efforts to restore investor confidence in 
the capital markets and in the audit function.
• Articles spotlighting many of the other initiatives and accom­
plishments of the year, such as efforts in fraud prevention and 
detection, a move toward a new financial reporting model, suc­
cess of the student recruitment campaign and expanded use of 
extensible Business Reporting Language.
• Quotes by individual CPAs from all segments of the profession 
and throughout the country capturing the sentiments of the hun­
dreds of thousands of CPAs who uphold the public trust each 
day, every day.
• The AICPA’s financial statements.
Members who wish to obtain a printed copy should send a 9”xl2” 
self-addressed envelope affixed with $2.21 in postage to: AICPA, 
Communications Team, Annual Report 01-02, 1211 Avenue of the 
Americas, New York, NY 10036-8775 (available while supplies last).
Highlights of Board of Directors’ September Meeting
Following are some of the more signifi­
cant actions and events that took place at 
the AICPA Board of Directors’ meeting 
Sept. 12-13:
• AICPA President & CEO Barry C. 
Melancon briefed the board on the gen­
eral feedback received regarding his 
Sept. 4 speech outlining initiatives to 
combat fraud and restore investor confi­
dence (The CPA Letter, Sept.). Various 
staff members then reported on activities 
in their areas of responsibility related to 
the challenges facing the profession.
Among them, Senior Vice President- 
Member and Public Interests Alan 
Anderson discussed progress with 
establishing the Center for Fraud 
Research, and developing fraud training 
programs, a competency model on
fraud and regional conferences for 
senior managers in industry.
Geoff Pickard, Vice President- 
Communications, explained that the 
Institute was currently conducting an 
evaluation of its image enhancement 
campaign and that in the meantime 
would provide the state CPA societies 
with ads aimed at increasing confi­
dence in public company audits for 
placement in local media (see page 4).
In addition, the board approved cre­
ating a special task force to study the 
Sarbanes-Oxley Act’s implications for 
small business and the potential cascad­
ing effect for firms conducting audits 
for privately held companies.
• Based on discussions at the May 
Council m eeting, the Professional
Ethics Executive Committee developed 
proposals to improve the transparency, 
timeliness and effectiveness of the dis­
ciplinary process. The board approved 
the com m ittee’s recommendations, 
which would be discussed at the fall 
Council meeting. Moreover, an update 
was provided on the committee’s activi­
ties regarding dependency and signifi­
cant client fees.
Additional highlights include reports 
on the Auditing Standards Board’s 
issuance of the fraud audit standard and 
other fraud-related initiatives (see page 
1), and agreement on language changes 
to the Uniform Accountancy Act with 
respect to implementation issues con­
cerning “substantial equivalency” as 
well as the computer-based CPA exam.
[disciplinary 
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Companies Now Paying More Attention to Customer Service, 
Productivity; Less Focus on Employee Turnover
Forty-six financial executives and managers attending this sum­
mer’s AICPA Performance Management Conference were asked 
if they are still measuring the same company performance factors 
they were a year ago. Surprisingly, dramatic shifts surfaced.
Virtually all of the companies with rigorous performance mea­
surement systems are now assessing customer service. Only two- 
thirds did last year. There also is a renewed focus on productivity: 
two-thirds now focus on productivity measurement while only 
one-third did last year.
The depressed economy is seen as the reason why companies 
are paying renewed attention to their customers and productivity. 
“Companies are looking for ways to create added value,” said 
AICPA Vice President-New Finance John Morrow. “Many are 
resurrecting Total Quality tools and processes to reinvigorate their 
focus on the customer, quality and efficiency.”
Traditional financial indicators remain important, however: Net 
operating income and revenue/sales are still top priorities. A 
financial indicator stimulating much more interest this year is
return on investment. As would be expected in near-recessionary 
times, less attention is being paid to quantifying and reducing 
employee turnover.
Other findings from the survey are:
• Scores on performance management indicators are used 
mainly as input for reward/recognition programs and for day- 
to-day decision making — less so as information for investors.
• Companies with established performance management systems 
are much more likely to communicate results to all employees.
• Satisfaction with the tools of the performance management 
trade is mixed: almost one-half of respondents say they are 
“sort o f’ satisfied with tools such as balanced scorecard, activ­
ity-based costing, activity-based management and target cost­
ing. The concern most frequently mentioned: tools do not link 
operations to strategy.
Survey respondents were predominantly chief financial officers 
and financial officers. They represent a wide range of industries, 
from financial services to manufacturing and construction.
AICPA CPE Seminars
Contact your participating state society 
about these AICPA seminars and ask for 
your $30 AICPA member discount. For 
dates and locations, call 888/777-7077 or 
visit www.aicpa.org/promotions/cpefa- 
vorites.htm.
Cash and Tax Basis Financial 
Statements -  Preparation and Reporting 
(CTB) provides guidance on how to pre­
pare cash, modified cash and tax basis 
financial statements, including appropriate 
footnote disclosures. Also find out the 
effects of OCBOA on audit, review and 
compilation procedures and financial 
reporting.
Forensic Accounting: Fraudulent 
Reporting and Concealed Assets (FAFR)
identifies common fraud scams and shows 
you how to detect fraud through the use of 
analytical tools. Learn to follow cash flows, 
uncover accounting schemes and apply the 
latest forensic accounting techniques.
Governmental and Nonprofit Annual 
Update (GNAU) encompasses the account­
ing, financial reporting and auditing
requirements for governmental and non­
profit entities. Features practice aids and 
implementation advice for audits as well as 
in-depth examination of current accounting 
and reporting issues, and forthcoming pro­
nouncements. Covers developments 
such as the Yellow Book 
Independence Amendment and 
GASB No. 34.
Annual Update for 
Accountants and Auditors 
(AUAA) helps CPAs identify and 
apply recently issued FASB statements, 
interpretations and technical bulletins. 
H ighlights forthcom ing standards in 
accounting, auditing, compilation and 
review services. Find out what you need to 
know about the Sarbanes-Oxley Act.
Self Study Courses
2002 Corporate Tax Returns 
Videocourse (No. 112600CPA11). 
Presenter Sidney Kess leads a team of tax 
authorities in reviewing major tax develop­
ments affecting 1120 and 1120S return 
preparation for 2002 and provides planning
strategies. Prerequisite: Knowledge of cor­
porate income taxation and 1120 prepara­
tion. Estimated CPE credit: 10. Format: 
150-min. VHS tape/manual/text. Price: 
$238.40 member/$298 non-member.
2002 Individual Tax Returns 
Videocourse (No. 113590CPA11). 
Presenter Sid Kess and team review 
major tax developments affecting 
1040 return preparation for 2002 
and provide planning strategies. 
Prerequisite: Knowledge of individ­
ual income taxation and 1040 prepa­
ration. Estimated CPE credit: 12. Format: 
150-min. VHS tape/manual/text. Price: 
$238.40 member/$298 non-member.
GASB 34 Auditing: The Home of the 
Brave (No. 731330CPA11, text; No. 
187110CPA11, videocourse). Learn how 
the AICPA’s GASB 34 Audit Guide affects 
the audit process and how you can best 
manage the change. Prerequisite: Basic 
understanding of governmental accounting 
and auditing. Estimated CPE credit: 8, 
Text; 9, videocourse. Format: text or 120- 
min. VHS tape/m anual. Price: Text 
$119.20 member/$149 non-member; 
Video $148.80/$186 non-member.
To order, write: CPA2Biz Customer Service Center, CPA11, Harborside Financial Center, 201 Plaza Three, P.O. Box 2209, Jersey City, NJ 
07303-2209; fax 800/362-5066; call 888/777-7077 (8:00 a.m. to 8:00 p.m., ETT); shop online at www.cpa2biz.com; or e-mail service@cpa2biz.com. 
Orders totaling $300 or less most be prepaid by check or credit card. Prices do not include shipping and handling, or sales tax if applicable. Have 
membership number ready.
CPE news
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continued from page 1 — New Fraud Audit Standard
circumstances surrounding fraud so that its frequency and 
effects can be minimized.
• Designing anti-fraud criteria and controls for public entities.
• Urging stock exchanges to mandate effective anti-fraud train­
ing for management, boards of directors and audit committees 
and making available training to directors and other corporate 
officials free of charge.
• Calling on CPAs to dedicate 10% of their CPE to fraud.
• Recommending the Auditing Standards Board enhance exist­
ing attestation standards for CPAs to test and report on client 
anti-fraud controls and criteria.
• Hosting a fraud summit to identify ways to reduce fraud.
• Working to ensure college textbook authors incorporate anti­
fraud education in programs and text materials.
Over the next few weeks and months, the AICPA will be 
releasing various programs and materials to help members fully 
understand and comply with the new standard. From continuing 
education courses and conferences, to practice aids and a fraud 
competency model for auditors and chief financial officers 
(www.cpa2biz.com/CPEConferences/CAT.htm), a host of 
resources are in the offing. See the sidebar for some of what’s 
available.
Continue to watch The CPA Letter and visit www.aicpa.org as 
developments unfold regarding fraud initiatives.
Materials on Fraud Prevention and Detection
• SAS No. 99: Consideration of Fraud in a Financial Statement 
Audit (No. 060701CPA11). Price: $13.60 member/$17 non-member. 
Available Nov. 29.
• Fraud Detection in a GAAS Audit - An Auditor’s Field Guide (No. 
006613CPA11). Provides detailed information, examples and best 
practices for implementing the new fraud standard. Price: pre-publi­
cation discount, $58.48 member/$73.10 non-member; without dis­
count, $68.80 member/$86 non-member. Available Dec. 31.
• Fraud and the Financial Statement Audit: Auditor 
Responsibilities Under New SAS (No. 731810CPA11, text; No. 
181810CPA11, videocourse). CPE credit: 8, text; 9, videocourse. 
Price: Text, $119.20 member/$149 non-member (pre-publication 
discount: $101.32 member/$126.60 non-member); Video, $148.80 
member/$186 non-member (pre-publication discount: $126.48 
member/$158.10 non-member). Available Dec. 31.
• AICPA reSOURCE: Accounting and Auditing Literature-ORS 
(No. ORS-XX). Available only through full subscription. Price: $395 
member/$l,195 non-member.
• The CPA’s Handbook of Fraud and Commercial Crime Prevention 
(No. 056504CPA11). Valuable reference designed to help CPAs 
manage the risk of fraud. Price: $180 member/$225 non-member.
For information on ordering any of the products, see page 7.
American Institute of Certified Public Accountants, Inc. 
1211 Avenue of the Americas, New York, N.Y. 10036-8775
ADDRESS SERVICE REQUESTED
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New Business Reporting Model 
Beginning to Emerge —  Timeliness, 
Reliability, Transparency to Be 
Improved
For nearly a decade, the AICPA has advo­
cated a modernized financial reporting 
process that provides more and better infor­
mation from which investors, creditors and 
management can make decisions. The high­
est quality auditing will be of declining 
value if the underlying information is out­
dated or excludes relevant factors.
Using the current one as a base, the new 
business reporting model would encompass 
five fundamental elements: reliable systems 
to collect and analyze information; indus­
try-specific financial and nonfinancial per­
formance measures; better quality disclo­
sures written in “plain English”; corporate 
accountability; and real-time distribution of 
information. These fundamentals must inte­
grate within an organization, as an organi­
zation moves toward online, real-time 
reporting. Achieving the online, real-time 
goal is the only way to truly meet market­
place demand for more relevant, up-to-the- 
minute information.
By supplying a broader “bandwidth” of 
information that addresses such issues as 
off-balance-sheet activity, liquidity, nonfi­
nancial performance indicators and unre­
ported intangibles, financial reporting can 
begin to address the complexities of today’s 
corporations.
“Our current financial reporting model, 
although a solid foundation from which to 
start, is neither complete nor timely,” said 
Senior Vice President-Member and Public 
Interests Al Anderson in a recent interview. 
“Stakeholders now want more information 
and ‘data on demand’ using technology for­
mats that allow quick access and analysis to 
help make better decisions.”
A special committee, established by the 
AICPA Board of Directors and operational
next month, will build a migration plan for 
moving the elements of the current model 
to the online, real-time business reporting 
framework. AICPA committee representa­
tives from assurance services, consulting 
services, the Auditing Standards Board, 
accounting standards, business and indus­
try, government, PCPS-the Alliance for 
CPA Firms and the board of directors will 
comprise the special committee. The com­
mittee will engage several constituencies 
and have various task forces working 
toward the common goal of making all five 
elements successful.
ENHANCED BUSINESS REPORTING
Watch future issues of The CPA Letter 
for more on this initiative as developments 
unfold. For an in-depth discussion on the 
new business reporting model, read the full 
interview with Al Anderson. Presented in 
Q&A format, it is available at:
www.aicpa.org/download/ebrm/ 
ebrm-AAnderson080.pdf
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Volunteers Needed for 2003 
USA Today Tax Hotline and 
Tax Chats
CPA tax practitioners are needed to staff 
USA Today’s 2003 tax hotline and its 
weekly online tax chats that are conducted 
throughout the tax filing season. Each year 
the national newspaper and the AICPA team 
up to offer readers and Internet 
users an opportunity to get immedi­
ate answers from the tax experts.
USA Today’s tax hotline and tax 
chats offer participating CPAs a 
chance to provide a valuable public 
service during tax season, and the profes­
sion is showcased through coverage of the 
hotline in the following day’s paper. 
USA Today notifies its readers and  
Internet users of the upcoming tax hotline in  
the newspaper and on its Web site, and  
invites them to e-mail their questions.  
Questions and answers from the hotline are  
the foundation of the newspaper’s follow-up  
story the following day. The tax chats also 
are advertised on the paper’s Web site. 
Volunteers who participate in the hotline or 
the tax chats answer questions online for an  
hour using their own computer. USA Today  
has not selected the date for the hotline, but  
traditionally has chosen an early Mar. date.  
The tax chats last year were held on Fridays. 
Interested tax practitioners should  
contact:
Shirley Twillman, 202/434-9220  
stwillman@aicpa.org 
Student Recruitment Campaign  
Second Year Initiatives
The second year of the profession’s five-  
year direct marketing effort reaching  
16-22 year olds (“Generation Y”) was  
renewed recently with the MP3/Be A  
Music Mogul Game and the Summer  
Dream Internship Contest. 
“Be A Music Mogul” is a Web-based 
interactive contest that provides high 
school students with an opportunity to 
manage a virtual music label. Students 
build a music label by developing a simple 
strategy and selecting contemporary artists 
who are featured on the MP3.com Web 
site. They then develop a marketing plan, 
create and manage a budget, and react to 
random events in the marketplace 
in an effort to generate the highest 
sales for their music label. The stu­
dent with the highest record sales 
wins various prizes, as do four 
runners up.
The contest is being promoted online, in 
high schools, and directly to students using 
a variety of interactive media: our campaign 
Web site, www.StartHereGoPlaces.com; 
through resources provided by MP3.com; 
posters; print advertising; direct mail; 
e-mail; online banner ads and other engag­
ing elements. In addition, we have promoted 
the game and have made available the mate­
rials to both students and teachers through 
two sitelets created on www.bigchalk.com.
For college students, once again we are 
running the “Summer Dream Internship” 
promotion which finishes in Feb. The 
contest offers students the opportunity to 
describe their dream internships at either 
Viacom, Vivendi Universal Net USA, 
WPP Group, or a public accounting firm. 
Finalists will be posted online, and two 
winners will each be awarded a $5,000 
paid summer 2003 Dream Internship. 
Runners up and honorable mentions also 
will win prizes. The contest is hosted on 
CollegeClub.com and is available through 
StartHereGoPlaces as well. Students are 
driven to the contest through both online 
and offline promotional vehicles.
These campaigns are just the begin­
ning. An exciting spring season is still to 
come. Watch The CPA Letter for future 
updates.
Louise De Sina, ldesina@aicpa.org
2002 National Management of 
Accounting Practice Survey 
Results Released
PCPS-the AICPA Alliance for CPA Firms 
and the Texas Society of CPAs partnered for 
the first time this year to offer the 2002 
PCPS/TSCPA National Management of 
Accounting Practice Survey. A record- 
breaking 2,500 accounting firms from 
across the U.S. responded to the survey, 
conducted in Sept. and Oct. The results will 
enable firms to benchmark their manage­
ment practices and financial results to other 
firms, as well as gain strategic guidance to 
build more profitable and successful prac­
tices. The survey covered issues of firm rev­
enue, compensation, billable hours, and 
human resource/staffing policies and exam­
ined the types of services that firms provide.
In mid-Nov., participating firms received 
a detailed customized report that ranked 
their firm based on location, size of firm, 
compensation and level of profitability, in 
addition to other factors. The report, free to 
all PCPS-member firms, also is offered at a 
discount to firms located in a state with one 
of the 38 participating state CPA societies. 
For more information, including a list of 
participating states and how to obtain 
results, visit:
www.pcps.org
PUBLIC MEETING NOTICES
For detailed agendas, dial 201/938-3787 
from a fax machine and key in document no 
1206 two weeks prior to these meetings. 
Accounting Standards Executive 
Committee: Jan. 16-17, 2003, New York 
Auditing Standards Board: Dec. 17-19 
Tempe, Ariz.
Tax Executive Committee: Jan. 22-23 
2003, San Antonio
Other Meetings
Peer Review Board: Jan. 13-14, 2003 
New Orleans
The CPA Letter (ISSN 0094-792x) December 2002, is published monthly, except bimonthly Feb./Mar. and July/Aug. Publication and editorial 
office: 1211 Avenue of the Americas, New York, NY 10036-8775, 212/596-6200. Periodicals postage paid at New York, NY and at additional mail­
ing offices. Copyright © 2002, American Institute of Certified Public Accountants, inc. Postmaster: Send address changes to The CPA Letter, Cine. 
Dept., Harborside Financial Ctr., 201 Plaza Three, Jersey City, NJ 07311-3881. The CPA Letter— Online is available at http://www.aicpa.org.
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GAO Issues Report on Financial 
Statement Restatements
In response to a request from Senator Sarbanes, the General 
Accounting Office has issued a report entitled, Financial 
Statement Restatements: Trends, Market Impact, Regulatory 
Responses and Remaining Challenges.
Specifically, the report explores the number of, 
reasons for and other trends in financial statement 
restatements since 1997; analyzes the impact of 
restatement announcements on the restating compa­
nies’ stock market capitalization; identifies available 
data to determine the impact of financial statement 
restatements on investors’ confidence in the existing U.S. system of 
financial reporting and capital markets; analyzes SEC enforcement 
actions involving accounting and auditing irregularities; and 
describes the major limitations of the current oversight structure 
and steps that have been and are being taken to ensure the integrity 
of corporate financial disclosures and ongoing challenges.
Members interested in seeing the report (GAO-03-138, Oct. 
2002) should visit www.gao.gov.
Keep Current on Implementation 
of Sarbanes-Oxley Act, PCAOB 
Actions
With numerous implementing proposals contemplated by the 
Securities and Exchange Commission, often with comment peri­
ods of just 30 days, and the creation of the Public 
Company Accounting Oversight Board, the AICPA 
has created a “Sarbanes-Oxley Act/PCAOB 
Implementation Central” page on www.aicpa.org. 
There, members can find or link to a summary of 
the Sarbanes-Oxley Act, the timetable for SEC pro­
posals, SEC rulemaking actions, AICPA comment letters in 
response to those proposals, and news of the latest developments 
in implementing the Act.
Under law, the PCAOB must be operational by Apr 23. 
Given this deadline, the SEC and PCAOB are moving quickly 
to comply.
www.aicpa.org/sarbanes/index.asp
regulatory 
matters
As a result of an investigation of alleged violations of the Code 
of Professional Conduct of the AICPA and/or state CPA societies, 
the following ethics case has been resolved by set­
tlem ent agreem ent under the Joint Ethics 
Enforcement Program:
• Francis J. Schaefer of Florham Park, N.J., sus­
pended for six months from membership in the 
AICPA and the New Jersey Society of CPAs, 
effective Oct. 10, 2002.
Under the automatic disciplinary provisions of the Institute’s 
bylaws, the following members have had their AICPA member­
ships:
— Terminated following revocation of his CPA certificate by his 
state board of accountancy:
• Donald A. Galvin of San Antonio, effective Sept.
6, 2002.
— Suspended following suspension of his CPA 
license by his state board of accountancy:
• Kun Kim of Atlanta, effective Sept. 6, 2002.
Details on these disciplinary actions can be accessed through: 
www.aicpa.org/pubs/cpaltr/index .htm
Highlights of Fall Council Meeting
Here are some of the more significant actions and events that took 
place at the governing Council meeting Oct. 20-22:
• William F. Ezzell of Washington, D.C., was elected as chair­
man of the AICPA Board of Directors for 2002-2003 and S. 
Scott Voynich of Georgia as vice chair.
• Council heard the inaugural speech of the incoming chairman. 
The primary theme of Ezzell’s speech was that this is a year of 
“restoration” for the profession, and one of action to regain 
investor confidence in the capital markets and in CPAs.
• Elaborating on his Sept. speech on anti-fraud initiatives at the 
Yale Club in New York, AICPA President and CEO Barry C. 
Melancon discussed the Institute’s six major roles: as a stan­
dard setter and its goal to obtain greater involvement of finan­
cial statement users, as liaison between market institutions and
corporations, in research to improve undergraduate education 
and enhance audit procedures to detect fraud, as educator 
regarding fraud training programs for management and fraud 
CPE for members, in advancing the level of financial reporting, 
and in promoting strong corporate governance and internal 
control systems.
• Melancon announced a major new initiative — the creation of an 
advocate for small firms. This position will focus on issues spe­
cific to smaller firms and the services they need. It also will be 
involved in efforts to prevent the cascading of federal legislation 
to legislative or regulatory bodies at the state level.
• Outgoing chair James G. Castellano along with Melancon 
made a presentation on the past year’s strategic initiatives and 
challenges, including the fallout from Enron and WorldCom; 
formation of a special committee, chaired by former AICPA
continued on page 8
disciplinary 
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Chairman, AICPA Board o f Directors
In last month’s column, I talked about the 
agenda for my term being about reality. 
After a difficult year, we have some very 
serious work to do. Reforms such as the 
Sarbanes-Oxley Act and the rules and regu­
lations that will be forthcoming from the 
Securities and Exchange Commission and 
the new Public Company Accounting 
Oversight Board are not the end of the story
— they are just the beginning. Over the 
coming months, this profession will con­
tinue to be under the watchful eye of the 
media as we participate in the discourse 
necessary to shape the implementation of 
the Act. Having the media closely observe 
our actions is just fine because it will enable 
us to demonstrate that we, as a profession, 
are as concerned with protecting the public 
in the delivery of audit services as any other 
stakeholder.
The PCAOB has been much in the news 
as this issue of The CPA L etter goes to 
press. We have repeatedly stated that we 
stand ready to work with the newly 
appointed members of the PCAOB, who­
ever they might be, to increase confidence 
in the capital markets and our role in attest­
ing to investor information. There has been 
much turmoil in the process of selecting 
qualified members to serve on the PCAOB. 
The accounting profession deliberately did 
not get involved in the selection process. 
From the beginning, the AICPA stated its 
intent not to speak out in favor of or against 
any person reported to be under considera­
tion by the SEC for a position on the board. 
To this day, we continue not to enter into 
useless speculation about who would or
would not be an appropriate member. That 
decision was for others to make.
Shortly before writing this column, the 
current chairman of the SEC, 
Harvey Pitt, announced his resig­
nation from the SEC. Pitt entered 
the office with a deep understand­
ing of our profession, its complexi­
ties, and its pivotal role in support­
ing the capital markets. We hope 
that whoever his successor may be, he or 
she will bring in-depth knowledge of 
accounting and the issues that must be 
addressed to restore confidence in both 
auditing and the capital markets. 
Modernized financial reporting, and trans­
parent and continuous auditing are funda­
mental objectives that must be on the SEC’s 
and the profession’s agenda.
Change is necessary, and we intend to be 
full partners in driving meaningful and pur­
poseful change. We will give the PCAOB 
our dedicated assistance and support in all 
its aspects and dimension. We will work 
hard to expedite changes in corporate gov­
ernance that facilitate the audit and the 
detection of fraud. As we look forward, let 
there be no doubt about this profession’s 
commitment to implementation of the 
Sarbanes-Oxley Act. In fact, let me remind 
you that the AICPA proposed the concept of 
a public board to take over the disciplinary 
and quality monitoring functions of public 
company auditors in Jan. of this year, before 
any legislation was drafted.
At the same time that we embrace reform, 
however, we must be wary of possible unin­
tended consequences. During 2002, legisla­
tors in many states proposed sweeping legis­
lation before the Sarbanes-Oxley Act was 
finalized. Many of these state proposals went 
well beyond the prohibitions in the Act and 
would have been applicable to all CPAs serv­
ing any client, public or private. No doubt, 
there may be good and valid reasons for 
duplicating some of the provisions of the Act 
to audits of non-public entities, but such 
changes demand 
careful and 
thoughtful consid­
eration.
In light of the 
current crisis, state 
legislators and 
regulators are as 
concerned about
doing the right thing as any other body ded­
icated to the public interest. Doing the right 
thing requires a reasoned approach.
We face the real possibility that congres­
sional legislation, intended to apply only to 
auditors of publicly held companies, will 
cross the line and cascade down to the state 
level and impact ALL auditors of compa­
nies large and small, public and private. 
Smaller firms and companies would be 
hardest hit. Smaller organizations would 
have to engage more than one firm while 
losing the expertise and know-how of a sea­
soned and trusted advisor.
We need to assess seriously the potential 
dangers of taking federal legislation — 
meant for SEC registrants — and applying 
it across the board. And more dangerously, 
applying it inconsistently from state to state. 
It makes absolutely no sense that a CPA 
who has adhered to all legislative and regu­
latory requirements in one state could put 
his or her license and livelihood at stake 
simply because he or she has crossed state 
lines. Addressing and remedying the fallout 
for smaller CPA firms and their clients will 
be an ongoing issue — and a high priority
— for the profession.
In closing, let me take this opportunity to 
remind us all that we need to approach our 
responsibilities with a renewed sense of vig­
ilance and purpose. We all know we can do 
everything right, and still not do the right 
thing. Without question, the overwhelming 
majority of us never stopped believing in our 
values. But we must remember to make 
them part of our fundamental dialogue with 
those working beside us and those coming 
behind us. Honorable behavior and good 
ethics are every bit as contagious as their 
opposites. Acting on this all-important truth 
will go a very long way in restoring the 
good name of our profession. And we WILL 
restore our reputation if we all pull together.
wezzell@deloitte.com
Where to Turn for Member Services
memsat@aicpa.org
800/362-5066
888/777-7077
Voice Mail Box comments, 
888/999-9252
chiair's
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Auditing Standards Board Issues Exposure Draft 
on Risk Assessment Process
As part of its ongoing efforts to enhance the quality of audits, the 
Auditing Standards Board has exposed a suite of seven proposed 
statements on auditing standards relating to the auditor’s risk 
assessment process. The ASB believes that adoption of the 
requirements and guidance provided in the proposed SASs would 
result in a substantial change in audit practice and in 
more effective audits. Comments are due Apr. 30.
The primary objective of the proposed SASs is to 
enhance auditors’ application of the audit risk model 
in practice by requiring:
• More in-depth understanding of the entity and its 
environment, including its internal control, to identify the risks 
of material misstatement in the financial statements and what 
the entity is doing to mitigate them.
• More rigorous assessment of the risks of material misstatement 
of the financial statements based on that understanding.
• Improved linkage between the assessed risks and the nature, 
timing, and extent of audit procedures performed in response 
to those risks.
The proposed SASs were developed in response to the report 
of the Public Oversight Board Panel on Audit Effectiveness, an 
extensive study of audit performance with related recommenda­
tions to constituents, including recommendations to the ASB to 
increase the rigor and specificity of auditing standards in various 
areas. In particular, the proposed standards address recommenda­
tions with respect to assessing inherent risk, assessing control risk, 
and linking the risk assessments to substantive procedures. In 
addition, recent major corporate failures have undermined the 
public’s confidence in the effectiveness of audits and led to an 
intense scrutiny of the work of auditors, and the proposed guid­
ance also has been influenced by these events.
The proposed SASs are the outcome of a joint project of the 
ASB and the International Auditing and Assurance Standards 
Board of the International Federation of Accountants. The pro­
posed SASs are thus also representative of the effort among stan­
dard setters to promote the convergence and acceptance of an 
international set of auditing standards. The IAASB simultane­
ously is exposing proposed International Standards on Auditing 
that are essentially the same in substance, except to the extent of 
additional requirements that are included in the SASs to conform 
to other U.S. standards.
The exposure draft consists of the following proposed SASs:
• A m endm ent to S tatem en t on A uditing S tandards No. 95, 
Generally Accepted Auditing Standards
• Audit Evidence, which will supersede SAS No. 31, Evidential 
Matter (AICPA, Professional Standards, vol. 1, AU sec. 326)
• Audit Risk and Materiality in Conducting an Audit, which will  
supersede SAS No. 47, A u d it R isk  an d  M a te r ia li ty  in  
Conducting an Audit (AICPA, Professional Standards, vol. 1,  
AU sec. 312) 
• Planning and Supervision, which will supersede SAS No. 1,  
 Codification o f Auditing Standards and Procedures (AICPA, 
Professional Standards, vol. 1, AU sec. 310, “Appointment of 
the Independent Auditor”), and SAS No. 22, Planning and 
Supervision (AICPA, Professional Standards, vol. 1, AU sec. 
311)
• Understanding the Entity and Its Environment and Assessing 
the Risks o f Material Misstatement (Assessing Risks)
• Performing Audit Procedures in Response to Assessed Risks 
and Evaluating the Audit Evidence Obtained, which will super­
sede SAS No. 45, Substantive Tests P rior to the 
B a la n c e -S h ee t D a te  (AICPA, P ro fe ss io n a l  
Standards, vol. 1, AU sec. 313), and, together with 
the proposed SAS Assessing Risks will supersede 
SAS No. 55, Consideration o f Internal Control in a 
Financial Statem ent Audit (AICPA, Professional 
Standards, vol. 1, AU sec. 319)
Amendment to Statement on Auditing Standards No. 39, Audit 
Sampling
The proposed SASs will be exposed in a single document that 
is available as a downloadable pdf file on the AICPA Web site:
www.aicpa.org/members/div/auditstd/index .htm
AICPA Increases Emphasis on Industry-Specific 
Accounting Guidance
Last month’s public statement by the Financial Accounting 
Standards Board announcing plans to streamline the accounting 
rulemaking process is consistent with previous discussions 
between the FASB and the AICPA regarding accounting stan­
dards. In cooperation with the FASB and to help achieve the 
mutual goal of creating principles-based U.S. accounting stan­
dards, the AICPA has agreed to focus on industry-specific 
accounting and auditing guidance and to stop issuing general pur­
pose accounting statements of position.
The decision was also discussed at the recent fall meeting of 
Council. The two organizations will work together on a transition.
The AICPA strongly supports an independent FASB that will 
serve all constituents of financial reporting. The AICPA and its 
Accounting Standards Executive Committee will remain vital 
contributors to better financial reporting, thereby ensuring that 
AcSEC and related task forces continue to attract volunteers who 
are the best of the profession and hold serving the public interest 
in the highest regard.
FASB Statement No. 144 Supersedes SOP 
92-3 on Foreclosed Assets
The Accounting Standards Executive Committee announced 
that AICPA Statement of Position 92-3, Accounting for  
Foreclosed Assets, is rescinded because it is effectively super­
seded by FASB Statement 144, Accounting for the Impairment 
or Disposal o f Long-Lived Assets.
accounting
& auditing 
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Measure Your Competencies and Develop 
Learning Plan to Fill Gaps
In today’s fast-paced and ever-changing marketplace, it is impor­
tant that CPAs’ core competencies meet client and employer 
demands. To help CPAs assess their knowledge and skills, and to 
develop a personalized learning plan to meet their objec­
tives, the AICPA created a Web-based Competency Self- 
Assessment Tool.
Use the CAT to compare your skills and proficiency lev­
els against the highest and most valued in your specific 
area. This interactive tool also pinpoints how you could 
improve, including identifying where growth is needed and 
what new skills will increase your value. CAT quickly helps you 
gain knowledge by:
• Providing a complete list of competencies relevant to your spe­
cific area.
• Evaluating your proficiency level in those competencies.
• Highlighting specific areas where development is needed.
• Recommending strategies for education and growth.
While specific CAT competency models are added on a continual 
basis, the following ones are currently available:
• Business and Industry/New Finance
• Audit
• Government
• Personal Financial Planning
• Fraud Prevention, Detection and Investigation
CAT is a member benefit (a no-fee subscription) for 
AICPA members and is available to non-members at a 
cost of $49 per year. To see a sample model or to sub­
scribe, visit: www.cpa2biz.com/CPEConferences/cat.htm  
or call 888/777-7077.
Upcoming Live, Interactive Webcasts
Ask questions online and get answers from panelists during these 
live, interactive Webcasts -  and earn 2 CPE credits per Webcast. 
See the descriptions below for the two current ones. For more 
information and to register, visit www.cpa2biz.com/webcasts or 
call 888/777-7077. Price: $79 per event. Registrations cannot be 
accepted after noon Eastern Time on the day of the Webcast.
SEC Quarterly Update Webcast - 4th Quarter
Dec. 19, 1:00 p.m. - 2:55 p.m., ET
Top experts brought to you by the AICPA and CFO.com lead 
these hard-hitting sessions on corporate accounting reform legisla­
tion, accounting and reporting issues and more. The Webcast is 
designed to help both preparers and auditors stay current on SEC 
issues.
CFO Quarterly Roundtable - 1st Quarter
Jan. 16, 1:00 p.m. - 2:55 p.m., ET
The AICPA and CFO.com teamed up to offer this Webcast 
designed to cover a broad array of “hot topics” that suc­
cessful organizations employ and subjects that are impor­
tant to the CFO’s personal success. From financial report­
ing and budgeting and forecasting, to asset management 
and operations, the Roundtable helps financial executives 
excel in their demanding roles.
AICPA Offers Three New “Update” CPE 
Subscription Programs Based on Current 
Developments —  Two Online
The AICPA is offering two new online “update” CPE subscription 
programs —AICPA Practice PRO and AICPA Financial PRO.
A third new “update” CPE program is AICPA Practice Report, 
delivered in a monthly VHS-video format.
AICPA Practice PRO is designed for accountants in public 
practice. AICPA Financial PRO is designed for accountants in 
business and industry. Each of these online programs delivers 
today’s most current and hottest topics—and experts—directly to 
your desktop. Online courses feature streaming video, easy-to-fol­
low course outlines, online transcripts and quizzes.
For the online programs, new courses are added covering cur­
rent topics each month. Past courses are archived. Subscribers have 
unlimited access to 1-2 credit courses and can track credits and 
print completion certificates. A one-year individual access sub­
scription to each of the two programs is $199 for AICPA members 
and $299 for non-members.
The third new subscription program, AICPA Practice Report, 
is designed for accountants in public practice. Its monthly VHS- 
video format and study guides make it ideal for either individual 
or group study. Each month covers current topics in public 
accounting. Up to 66 CPE credits per year can be earned. A one- 
year subscription is $1,495 for AICPA members and $1,995 for 
non-members.
All three new CPE subscription programs are developed in 
partnership with SmartPros. To subscribe to any of these programs 
or for more information, go to the AICPA Store at 
www.cpa2biz.com/stores/AICPAPRO.
Business and Industry Hall of Fame Winners Announced
Four members in business and industry 
were inducted into the profession’s Business 
and Industry Hall of Fame this year. The 
award, sponsored by the AICPA and Ajilon 
Finance (formerly AOC), was given to: Don 
L. Blankenship, chairman, president and 
CEO of the Massey Energy Company in 
Matewan, W.Va.; Vernon D. Evans, execu­
tive vice president-finance and CFO of the 
Dallas/Fort Worth International Airport 
Board; Larry Weber, executive vice presi­
dent and CFO of Bauer Built, Inc. in 
Durand, Wis.; and Joseph T. Wells, founder 
and chairman of the Association of Certified 
Fraud Examiners in Austin, Texas.
The Hall of Fame honors CPAs who
provide insight and vision to their respec­
tive organizations, understand all facets of 
the enterprise, and demonstrate the leader­
ship, commitment and strategic manage­
ment savvy necessary to help their organi­
zations meet today’s challenges.
halloffame@aicpa.org
CPE
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Tax Division Issues Exposure 
on Tax Planning
The AICPA Tax Executive Committee recently voted to expose 
for comment In terpretation No. 1-2, “Tax P lanning,” of 
Statement on Standards for Tax Services No. 1, Tax Return 
Positions.
Statements on standards for tax services are enforceable 
standards that govern the conduct of members of the 
AICPA in tax practice. A significant area of many mem­
bers’ tax practices involves assisting taxpayers in tax plan­
ning. An area of recurring controversy has been the 
increase in transactions that are potentially abusive tax 
shelters. Taxing authorities, courts, the AICPA, and other profes­
sional organizations have struggled with defining and regulating 
these transactions.
Crucial in the debate about the appropriate means of address­
ing tax shelters has been the recognition that it may be difficult to 
clearly delineate the scope of transactions that are considered tax 
shelters in a way that will discourage abuse. At the same time, it
Draft of Interpretation
must be recognized that taxpayers have a legitimate interest in 
arranging their affairs so as to pay no more than their fair share of 
taxes, and that tax professionals, including members, have a role 
to play in advancing these efforts.
It was determined that there was a compelling need for a 
comprehensive interpretation of a member’s responsibili­
ties in connection with tax planning, with the recognition 
that such guidance would clarify how those standards 
would apply across the spectrum of tax planning, includ­
ing those situations involving tax shelters, regardless of 
how that term is defined.
Members and other interested parties are encouraged to com­
ment on this proposal. Comments are due Apr. 30, 2003. For a 
copy, visit:
www.aicpa.org/members/div/tax/sstsint.asp
Volunteer Application 
Process Begins for 
Committees, Expert 
Panels, Resource 
Panels
The AICPA has more than 200 volunteer 
committees, expert panels, tax resource pan­
els, and task forces in which nearly 1,700 
volunteers contribute their time and effort. 
These volunteers are instrumental in shap­
ing the policies and practices that affect the 
CPA profession. Committee members also 
have the opportunity to network with their 
peers and to stay on the leading edge in their 
respective specialty areas.
As a result of the committee applica­
tions Web site (volunteers.aicpa.org/apply) 
launched last year, applicants can view in 
real-time the number of current members, 
vacancies and applications to date for each 
committee. Such information offers appli­
cants a relative idea of their likelihood of 
being appointed to a committee of their 
choice, since the number of applicants often 
exceeds the number of vacancies. The appli­
cation process is very brief and all the 
instructions necessary to complete an appli­
cation are contained on the Web site.
Since the committee support process is 
increasingly dependent on the use of the 
Internet, volunteers for committee participa­
tion are required to have access to the 
Internet and an e-mail address. The due date 
for applications has again been extended to 
May 1st to avoid any conflict with those 
members in tax practice.
Address any inquiries concerning AICPA 
volunteer groups to committee@aicpa.org 
or contact David Ray at:
212/596-6030
member 
news
Professional 
Liability Insurance 
Program Is Sound
Recent news reports concerning the 
accounting profession have generated 
inquiries as to the stability of the AICPA 
Professional Liability Insurance Program. 
Policyholders are assured that the insurance 
program, the largest accountants’ liability 
insurance program in the nation, is sound.
The program is designed to provide 
insurance for small, medium and regional 
accounting firms; more than 23,000 firms 
currently participate. The goals of the pro­
gram are to provide nationwide professional 
liability protection responsive to the scope 
of services CPA firms offer, ensure long­
term stability, and assist CPAs in the man­
agement of liability risks inherent in public 
practice.
Rated on the loss experience of its poli­
cyholders, the program is not directly affect­
ed by any liability losses of the largest firms, 
which are not insured in the program.
Accordingly, any adverse liabil­
ity those firms experience is not 
expected to negatively impact 
the program or its insureds. As 
in the past, underwriters will 
continue to look closely at the 
claims experience of program 
insureds to determine whether any notable 
claim trends are apparent.
The AICPA Professional Liability 
Insurance Program remains committed to 
the goals established at its inception. The 
keys to long-term stability and visibility are 
members’ adherence to AICPA standards, 
achievement of rate adequacy, and educa­
tion of insureds as to liability risks. 
Members can learn more about the program 
by calling 800/221-3023, Monday-Friday, 
8:30 a.m. to 6:00 p.m., ET, or by visiting:
www.cpai.com
tax
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continued from page 3 — Highlights of Fall Council Meeting
Chairman Kathy G. Eddy, to assist state CPA societies with 
implications of the Sarbanes-Oxley Act (i.e., the cascade 
effect); and other initiatives, such as student recruitment and 
computerization of the Uniform CPA Examination.
• One major charge of the Professional Ethics Executive 
Committee has been to make the enforcement process more 
timely and transparent. PEEC provided an overview of the cur­
rent enforcement process and discussed plans for its enhance­
ment.
• The Auditing Standards Board provided an update on projects 
relating to an enhanced audit risk model, including clarifying 
the risk assessment process (see page 5), strengthening the link­
age between risk assessment and procedures performed, and 
the recently approved new fraud audit standard. Projects stem­
ming from the Sarbanes-Oxley Act, such as reporting on inter­
nal control and document retention, were covered as well.
• Gold Medals for Distinguished Service were presented to 
Olivia F. Kirtley, a former chair of the AICPA board, and to 
Doyle Z. Williams, Dean of the Sam M. Walton College of 
Business at the University of Arkansas. Kirtley made history as 
the first woman in the AICPA’s then 110-year history to be 
elected chair and the first CPA in business and industry to 
assume the top leadership role. Kirtley now chairs the AICPA’s 
Board of Examiners and is overseeing critical changes to the 
content and structure of the Uniform CPA Examination. She
has served on many important Institute bodies, including the 
Audit Committee, the Finance Committee and the Political 
Leadership Cabinet.
Dr. Williams helped spur innovation in the profession as the 
founding chair of the Accounting Education Change 
Commission, which was charged to be a catalyst for change in 
accounting education and to recruit better graduates for the 
changing needs of the accounting profession. Over the course of 
36 years, Williams has held more than 260 professional commit­
tee assignments. He has spoken in more than 160 programs and 
holds many academic awards, in addition to having written many 
professional articles and contributed to 10 books. Williams is the 
fifth educator to receive the AICPA’s Gold Medal since the 
award’s inception in 1944.
• John E. Hunnicutt, AICPA senior vice president of political 
affairs who retired Oct. 31, received the AICPA Medal of 
Honor. Hunnicutt noted that a highlight of his decade-long 
tenure was seeing two women become chairs of the board. He 
also shared that while he was taking possession of the medal, it 
belonged to his colleagues at the Institute for their trust and 
loyalty. In his closing remarks, Hunnicutt said to Council and 
other leaders of the profession, “we must insist on trust and 
being trustworthy...to deserve the loyalty of our members and 
each other.”
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